(T

Transcript Exhibit(s)

Docket #(s): t- Q)\?)Lkijp\, 1-0224

Exhibit # : KOO KOO * SWEEPI-SWEEP3* &1,
53-55° |
Pt Y of D

Aﬁzona Uorporation Commission
g =y 700

B -6 201

[ pocketepay Y
§

S e ,; a3ah 13290 EL




ARIZONA PUBLIC SERVICE COMPANY

DOCKET NO. E-01345A-11-0224

DIRECT TESTIMONY

OF

WILLIAM A. RIGSBY

ON BEHALF OF
THE

RESIDENTIAL UTILITY CONSUMER OFFICE

NOVEMBER 18, 2011




10

11

12

13

14

15

16

17

18

19

20

Direct Testimony of William A. Rigsby
Arizona Public Service Company
Docket No. E-01345A-11-0224

TABLE OF CONTENTS
EXECUTIVE SUMMARY ...ttt e et ee e e e e e e e e e i
INTRODUGCTION. ...ttt e e e e e e e e e e 1
SUMMARY OF TESTIMONY AND RECOMMENDATIONS ..o 4
COST OF EQUITY CAPITAL ... 8
Discounted Cash Flow (DCF) Method ..........cooooiiiii i 9
Capital Asset Pricing Model (CAPM) Method ... 25
Current Economic EnvVIronment.........c.cooooiieiiiiiiiiie e 32
CAPITAL STRUCTURE AND COST OF DEBT ....cooiiiiiiieiie e 49
WEIGHTED COST OF CAPITAL AND FAIR VALUE RATE OF RETURN ........ 50

COMMENTS ON THE COMPANY-PROPOSED COST OF EQUITY CAPITAL 54
DCF CompariSoN ..........ccoiiiiiiiiiiic e 56
L7 AN oV I 00T 3 1o = T[T o [ O 58

APPENDIX 1 — Qualifications of William A. Rigsby, CRRA

ATTACHMENT A — Value Line Electric Utility Industry Updates

ATTACHMENT B — Zacks Earnings Projections

ATTACHMENT C — Value Line Selected Yields

Attachment D — Value Line and Zacks Earnings Projections on Pinnacle West

Capital Corporation

SCHEDULES WAR-1 through WAR-9




10

11

12

13

14

15

16

17

18

19

20

21

22

23

Direct Testimony of William A. Rigsby
Arizona Public Service Company
Docket No. E-01345A-11-0224

EXECUTIVE SUMMARY

Based on the Residential Utility Consumer Office’s analysis of Arizona
Public Service Company’s application for a permanent rate increase, filed
with the Arizona Corporation Commission on June 1, 2011, RUCO

recommends the following:

Cost of Equity — RUCO recommends that the Commission adopt a 10.00

percent cost of common equity. This 10.00 percent figure falls just above
the high side of the range of results obtained in RUCO’s cost of equity
analysis, and is 100 basis points lower than Arizona Public Service

Company’s proposed 11.00 percent cost of common equity.

Capital Structure — RUCO recommends that the Commission adopt

Arizona Public Service Company’s proposed capital structure comprised

of 53.94 percent common equity and 46.06 percent long-term debt.

Cost of Debt — RUCO recommends that the Commission adopt RUCO’s

recommended cost of Long-term debt of 6.26 percent which is 12 basis
points lower than the 6.38 percent cost of long-term debt being proposed

by Arizona Public Service Company.
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EXECUTIVE SUMMARY (Cont.)

Original Cost Rate of Return — RUCO recommends that the Commission

adopt an 8.27 percent weighted average cost of capital as the original cost
rate of return for Arizona Public Service Company This 8.27 percent
figure is the weighted cost of RUCO’s recommended costs of common
equity and long-term debt, and is 73 basis points lower than the 8.87
percent weighted average cost of capital being proposed by Arizona

Public Service Company.

Fair Value Rate of Return — RUCO recommends that the Commission

adopt a fair value rate of return of 6.10 percent which is RUCO’s 8.27
percent original cost rate of return minus RUCO’s recommended inflation
adjustment of 2.18 percent. The method used by RUCO to arrive at this
6.10 percent figure is consistent with the methods adopted by the Arizona

Corporation Commission in the prior UNS Gas, Inc. and UNS Electric, Inc.

rate case proceedings.
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INTRODUCTION

Q. Please state your name, occupation, and business address.

A. My Name is William A. Rigsby. | am the Chief of Accounting and Rates
for the Residential Utility Consumer Office (“RUCQO”) located at 1110 W.
Washington, Suite 220, Phoenix, Arizona 85007.

Q. Please describe your qualifications in the field of utilities regulation
and your educational background.

A. I have been involved with utilities regulation in Arizona since 1994. During

that period of time | have worked as a utilities rate analyst for both the
Arizona Corporation Commission (“ACC” or “Commission”) and for RUCO.
| hold a Bachelor of Science degree in the field of finance from Arizona
State University and a Master of Business Administration degree, with an
emphasis in accounting, from the University of Phoenix. | have been
awarded the professional designation, Certified Rate of Return Analyst
(“CRRA") by the Society of Utility and Regulatory Financial Analysts
(“SURFA”). The CRRA designation is awarded based upon experience
and the successful completion of a written examination. Appendix |, which
is attached to my direct testimony further describes my educational
background and also includes a list of the rate cases and regulatory

matters that | have been involved with.
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Q.
A.

What is the purpose of your testimony?
The purpose of my testimony is to present recommendations based on my
analysis of Arizona Public Service Company’s (“APS” or the “Company”)

application for a permanent increase in rates (“Application”).

Is this your first case involving APS?
No. [I've testified in two previous APS rate cases that have come before

the Commission.

Briefly describe APS and the Company’s filing.

APS is based in Phoenix, Arizona and is the largest investor-owned
electric utility in the state and serves customers in eleven of fifteen
Arizona counties. According to the most recent Value Line Investment
Survey (“Value Line”) report on the Company, APS provides electricity to
approximately 1.1 million customers comprised of 47.00 percent
residential, 39.00 percent commercial, 5.00 percent industrial, and 9.00
percent other. APS’ generating sources include coal, 37.00 percent;
nuclear, 27.00 percent; natural gas, 12.00 percent; and purchased power,
24.00 percent. Fuel costs comprised 36.00 percent of the Company’s

revenues. The Company has approximately 7,200 employees.

APS’ large service territory includes portions of the Phoenix metropolitan

area in central Arizona; Flagstaff to the north; Parker and Yuma to the
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1 west; Holbrook to the east; and Ajo to the south. APS is a wholly owned
‘ 2 subsidiary of Pinnacle West Capital Corporation (“Pinnacle West” or
3 “Parent”), an Arizona corporation, also based in Phoenix, that is publicly
i 4 traded on the New York Stock Exchange (“NYSE”). The Company has an
5 ownership interest in the Palo Verde Nuclear Generating Station, located
6 in Wintersburg approximately 50 miles west of downtown Phoenix, and
7 operates the plant for itself and the other owners that provide electric
8 service to customers in Southern California, New Mexico and West Texas.
9
10 | Q. Has APS elected to perform a reconstruction cost new less
11 depreciation study in this case?
12 A Yes. APS elected to perform a reconstruction cost new less depreciation
13 (“RCND”) study and is proposing a fair value rate base (“FVRB”) that is an
14 average of the Company’s original cost rate base (“OCRB”) and its RCND
15 rate base for ratemaking purposes. For this reason RUCO is
16 recommending a fair value rate of return (“FVROR”) to be applied to APS’
17 FVRB.
18
19 Q. Please explain your role in RUCO's analysis of APS’ Application.
20 | A | reviewed APS’ Application and performed a cost of capital analysis to
21 determine both an original cost rate of return (“OCROR”) and a fair value
22 rate of return (“FVROR”) on the Company’s invested capital. In addition to
23 my recommended capital structure, my direct testimony will present my
3
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recommended cost of common equity (APS has no preferred stock) and
my recommended cost of long-term debt. The recommendations
contained in this testimony are based on information obtained from APS’
Application, Company responses to data requests, and from market-based

research that | conducted during my analysis.

Q. What areas will you address in your testimony?
| will address the cost of capital issues associated with the case and will

present RUCO’s OCROR and FVROR recommendations.

Q. Please identify the exhibits that you are sponsoring.

| am sponsoring Schedules WAR-1 through WAR-9.

SUMMARY OF TESTIMONY AND RECOMMENDATIONS

Q. Briefly summarize how your cost of capital testimony is organized.

A. My cost of capital testimony is organized into six sections. First, the
introduction | have just presented and second, a summary of my testimony
that | am about to give. Third, I will present the findings of my cost of
equity capital analysis, which utilized both the discounted cash flow
(“DCF”) method, and the capital asset pricing model (“CAPM”). These are
the two methods that RUCO and ACC Staff have consistently used for

calculating the cost of equity capital in rate case proceedings in the past,

and are the methodologies that the ACC has given the most weight {o in
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1 setting allowed rates of return for utilities that operate in the Arizona
2 jurisdiction. In this third section | will also provide a brief overview of the
3 current economic climate within which the Company is operating. Fourth,
4 I Will discuss my recommended capital structure and my recommended
5 cost of long-term debt. Fifth, | will discuss my recommended weighted
6 average costs of capital for both my recommended OCROR and FVROR.
7 in the sixth and final section of my testimony, | will comment on the
8 Company’s cost of capital testimony. Schedules WAR-1 through WAR-9
9 will provide support for my cost of capital analysis.
10
11 | Q. Please summarize the recommendations and adjustments that you
12 will address in your testimony.
13 |A Based on the results of my analysis, | am making the following
14 recommendations:
15
16 Cost of Equity Capital — | am recommending that the Commission adopt a
17 10.00 percent cost of common equity. This 10.00 percent figure is 23
18 basis points higher than the range of results obtained in my cost of equity
| 19 analysis, and is 100 basis points lower than APS’ proposed 11.00 percent
20 cost of common equity.
21
|
|
i
i
5
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i 1 Capital Structure — | am recommending that the Commission adopt APS’
2 proposed capital structure comprised of 53.94 percent common equity and
; 3 46.06 percent long-term debt.
4
|
‘ 5 Cost of Debt — | am recommending that the Commission adopt a cost of
6 long-term debt of 6.26 percent which is 12 basis points lower than the 6.74
7 percent cost of long-term debt being proposed by the Company.
8
9 Original Cost Rate of Return — | am recommending that the ACC adopt an
10 8.27 percent weighted average cost of capital as the original cost rate of
11 return ("“OCROR?”) for APS. This 8.27 percent figure is the weighted cost
12 of RUCO’s recommended costs of common equity and long-term debt,
13 and is 60 basis points lower than the 8.87 percent weighted average cost
14 of capital being proposed by the Company.
15
16 Fair Value Rate of Return — | am recommending that the Commission
17 adopt a fair value rate of return (“FVROR”) of 6.10 percent which is my
18 recommended 8.27 percent OCROR minus an inflation adjustment of 2.18
19 percent. The method | have used to arrive at this 6.10 percent figure is
20 consistent with methods adopted by the Commission in prior rate case
21 proceedings' and meets the fair value requirement of the Arizona
' UNS Electric, Inc., Decision No. 71914, dated September 30, 2010 and UNS Gas, Inc,,
Decision No. 71623, dated April 14, 2010
6
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Constitution. It is also the same method recommended by RUCO witness
Dr. Ben Johnson in the Southwest Gas Corporation rate case proceeding®

that is now before the ACC.

Q Why do you believe that RUCO’s recommended 8.27 percent OCROR
and 6.10 percent FVROR are appropriate rates of return for APS to
earn on its invested capital?

A Both the OCROR and FVROR figures that | am recommending for APS
meet the criteria established in the landmark Supreme Court cases of

Bluefield Water Works & Improvement Co. v. Public Service Commission

of West Virginia (262 U.S. 679, 1923) and Federal Power Commission v.

Hope Natural Gas Company (320 U.S. 391, 1944). Simply stated, these

two cases affirmed that a public utility that is efficiently and economically
managed is entitled to a return on investment that instills confidence in its
financial soundness, allows the utility to attract capital, and also allows the
utility to perform its duty to provide service to ratepayers. The rate of
return adopted for the utility should also be comparable to a return that

investors would expect to receive from investments with similar risk.

The Hope decision allows for the rate of return to cover both the operating
expenses and the “capital costs of the business” which includes interest

on debt and dividend payment to shareholders. This is predicated on the

2 Docket No. G-01551A-10-0458
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belief that, in the long run, a company that cannot meet its debt obligations
and provide its shareholders with an adequate rate of return will not

continue to supply adequate public utility service to ratepayers.

Do the Bluefield and Hope decisions indicate that a rate of return
sufficient to cover all operating and capital costs is guaranteed?

No. Neither case guarantees a rate of return on utility investment. What
the Bluefield and Hope decisions do allow, is for a utility to be provided
with the opportunity to earn a reasonable rate of return on its investment.
That is to say that a utility, such as APS, is provided with the opportunity
to earn an appropriate rate of return if the Company’s management
exercises good judgment and manages its assets and resources in a

manner that is both prudent and economically efficient.

COST OF EQUITY CAPITAL

Q.
A.

What is your final recommended cost of equity capital for APS?

| am recommending a cost of equity of 10.00 percent (before any inflation
adjustment used to arrive at a FVROR). My recommended 10.00 percent
cost of equity figure falls just above the high side of the range of results
derived from my DCF and CAPM analyses, which utilized a sample of
publicly traded LDCs. The results of my DCF and CAPM analyses are

summarized on page 3 of my Schedule WAR-1.
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Discounted Cash Flow (DCF) Method

Q.

Please explain the DCF method that you used to estimate the
Company’s cost of equity capital.

The DCF method employs a stock valuation model known as the constant
growth valuation model, that bears the name of Dr. Myron J. Gordon (i.e.
the Gordon model), the professor of finance who was responsible for its
development. Simply stated, the DCF model is based on the premise that
the current price of a given share of common stock is determined by the
present value of all of the future cash flows that will be generated by that
share of common stock. The rate that is used to discount these cash
flows back to their present value is often referred to as the investor's cost
of capital (i.e. the cost at which an investor is willing to forego other

investments in favor of the one that he or she has chosen).

Another way of looking at the investor's cost of capital is to consider it from
the standpoint of a company that is offering its shares of stock to the
investing public. In order to raise capital, through the sale of common
stock, a company must provide a required rate of return on its stock that
will attract investors to commit funds to that particular investment. In this
respect, the terms "cost of capital" and "investor's required return” are one
in the same. For common stock, this required return is a function of the
dividend that is paid on the stock. The investor's required rate of return

can be expressed as the percentage of the dividend that is paid on the
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stock (dividend vyield) plus an expected rate of future dividend growth.

This is illustrated in mathematical terms by the following formula:

D;
Po

k =

+g

where: k = the required return (cost of equity, equity capitalization rate),

D
P—1 = the dividend yield of a given share of stock calculated
0

by dividing the expected dividend by the current market
price of the given share of stock, and

g = the expected rate of future dividend growth

This formula is the basis for the standard growth valuation model that |

used to determine the Company’s cost of equity capital.

In determining the rate of future dividend growth for the Company,
what assumptions did you make?

There are two primary assumptions regarding dividend growth that must
be made when using the DCF method. First, dividends will grow by a
constant rate into perpetuity, and second, the dividend payout ratio will
remain at a constant rate. Both of these assumptions are predicated on
the traditional DCF model's basic underlying assumption that a company's
earnings, dividends, book value and share growth all increase at the same

constant rate of growth into infinity. Given these assumptions, if the

10
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dividend payout ratio remains constant, so does the earnings retention
ratio (the percentage of earnings that are retained by the company as
opposed to being paid out in dividends). This being the case, a
company's dividend growth can be measured by multiplying its retention
ratio (1 - dividend payout ratio) by its book return on equity. This can be

statedasg=bxr.

Would you please provide an example that will illustrate the
relationship that earnings, the dividend payout ratio and book value
have with dividend growth?

RUCO consultant Stephen Hill illustrated this relationship in a Citizens

Utilities Company 1993 rate case by using a hypothetical utility.>

Table |
Year 1 Year 2 Year 3 Year4 Year 5 Growth
Book Value $10.00 $10.40 $10.82 $11.25 $11.70 4.00%
Equity Return 10% 10% 10% 10% 10% N/A
Earnings/Sh. $1.00 $1.04 $1.082 $1.125 $1.170 4.00%
Payout Ratio 0.60 0.60 0.60 0.60 0.60 N/A
Dividend/Sh $0.60 $0.624 $0.649 $0.675 $0.702 4.00%

Table | of Mr. Hill's illustration presents data for a five-year period on his

hypothetical utility. In Year 1, the utility had a common equity or book

3

Citizens Utilities Company, Arizona Gas Division, Docket No. E-1032-93-111, Prepared

Testimony, dated December 10, 1993, p. 25.

11
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: 1 value of $10.00 per share, an investor-expected equity return of ten
1 2 percent, and a dividend payout ratio of sixty percent. This results in
3 earnings per share of $1.00 ($10.00 book value x 10 percent equity return)
4 and a dividend of $0.60 ($1.00 earnings/sh. x 0.60 payout ratio) during
5 Year 1. Because forty percent (1 - 0.60 payout ratio) of the utility's
| 6 earnings are retained as opposed to being paid out to investors, book
7 value increases to $10.40 in Year 2 of Mr. Hill's illustration. Table I
8 presents the results of this continuing scenario over the remaining five-
9 year period.
10
11 The results displayed in Table | demonstrate that under "steady-state" (i.e.
12 constant) conditions, book value, earnings and dividends all grow at the
13 same constant rate. The table further illustrates that the dividend growth
14 rate, as discussed earlier, is a function of (1) the internally generated
15 funds or earnings that are retained by a company to become new equity,
16 and (2) the return that an investor earns on that new equity. The DCF
17 dividend growth rate, expressed as g = b x r, is also referred to as the
18 internal or sustainable growth rate.
19
20
21
22
23
12
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Q.

If earnings and dividends both grow at the same rate as book value,
shouldn't that rate be the sole factor in determining the DCF growth
rate?

No. Possible changes in the expected rate of return on either common
equity or the dividend payout ratio make earnings and dividend growth by
themselves unreliable. This can be seen in the continuation of Mr. Hill's

illustration on a hypothetical utility.

Table Il
Year 1 Year?2 Year 3 Year 4 Year5 Growth
Book Value $10.00 $10.40 $10.82 $11.47 $12.158 5.00%
Equity Return 10% 10% 15% 15% 15% 10.67%
Earnings/Sh $1.00 $1.04 $1.623 $1.720 $1.824 16.20%
Payout Ratio 0.60 0.60 0.60 0.60 0.60 N/A
Dividend/Sh $0.60 $0.624 $0.974 $1.032 $1.094 16.20%

In the example displayed in Table Il, a sustainable growth rate of four
percent® exists in Year 1 and Year 2 (as in the prior example). In Year 3,
Year 4 and Year 5, however, the sustainable growth rate increases to six
percent.’ If the hypothetical utility in Mr. Hill's illustration were expected to
earn a fifteen-percent return on common equity on a continuing basis,

then a six percent long-term rate of growth would be reasonable.

* [ ( Year 2 Earnings/Sh — Year 1 Earnings/Sh ) + Year 1 Earnings/Sh ] = [ ( $1.04 - $1.00 )+
$1.00]=[%$0.04 = $1.00 ] = 4.00%

5[ (1- Payout Ratio ) x Rate of Return ] = [ ( 1 - 0.60 ) x 15.00% ] = 0.40 x 15.00% = 6.00%

13
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However, the compound growth rate for earnings and dividends, displayed
in the last column, is 16.20 percent. If this rate was to be used in the
DCF model, the utility's return on common equity would be expected to
increase by fifty percent every five years, [(15 percent + 10 percent) — 1].

This is clearly an unrealistic expectation.

Although it is not illustrated in Mr. Hill's hypothetical example, a change in
only the dividend payout ratio will eventually result in a utility paying out
more in dividends than it earns. While it is not uncommon for a utility in
the real world to have a dividend payout ratio that exceeds one hundred
percent on occasion, it would be unrealistic to expect the practice to

continue over a sustained long-term period of time.

Q. Other than the retention of internally generated funds, as illustrated
in Mr. Hill's hypothetical example, are there any other sources of new
equity capital that can influence an investor's growth expectations
for a given company?

A Yes, a company can raise new equity capital externally. The best
example of external funding would be the sale of new shares of common
stock. This would create additional equity for the issuer and is often the
case with utilities that are either in the process of acquiring smalier

systems or providing service to rapidly growing areas.

14
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Q.

How does external equity financing influence the growth
expectations held by investors?

Rational investors will put their available funds into investments that will
either meet or exceed their given cost of capital (i.e. the return earned on
their investment). In the case of a utility, the book value of a company's
stock usually mirrors the equity portion of its rate base (the utility's earning
base). Because regulators allow utilities the opportunity to earn a
reasonable rate of return on rate base, an investor would take into
consideration the effect that a change in book value would have on the
rate of return that he or she would expect the utility to earn. If an investor
believes that a utility's book value (i.e. the utility's earning base) will
increase, then he or she would expect the return on the utility's common
stock to increase. If this positive trend in book value continues over an
extended period of time, an investor would have a reasonable expectation

for sustained long-term growth.

Please provide an example of how external financing affects a
utility’s book value of equity.

As | explained earlier, one way that a utility can increase its equity is by
selling new shares of common stock on the open market. If these new
shares are purchased at prices that are higher than those shares sold
previously, the utility's book value per share will increase in value. This

would increase both the earnings base of the utility and the earnings

15
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1 expectations of investors. However, if new shares sold at a price below
| 2 the pre-sale book value per share, the after-sale book value per share
‘ 3 declines in value. If this downward trend continues over time, investors
4 might view this as a decline in the utility's sustainable growth rate and will
‘ 5 have lower expectations regarding growth. Using this same logic, if a new

6 stock issue sells at a price per share that is the same as the pre-sale book

7 , value per share, there would be no impact on either the utility's earnings

8 base or investor expectations.

9

10 | Q. Please explain how the external component of the DCF growth rate is
11 determined.

12 1A In his book, The Cost of Capital to a Public Utility,® Dr. Gordon (the

13 individual responsible for the development of the DCF or constant growth
14 model) identified a growth rate that includes both expected internal and
15 external financing components. The mathematical expression for Dr.
16 Gordon's growth rate is as follows:

17

18 g=(br)+(sv)

19 where: g = DCF expected growth rate,

20 b = the earnings retention ratio,

21 r = the return on common equity,

22 s = the fraction of new common stock sold that

® Gordon, M.J., The Cost of Capital to_a Public Utility, East Lansing, MI: Michigan‘ State
University, 1974, pp. 30-33.

16
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1 accrues to a current shareholder, and
i 2 v = funds raised from the sale of stock as a fraction
3 of existing equity.
4 and Y = 1-[(BV)+(MP)]
’ 5 where: BV = book value per share of common stock, and
1 6 MP = the market price per share of common stock.
7
8 | Q. Did you include the effect of external equity financing on long-term
9 growth rate expectations in your analysis of expected dividend
10 growth for the DCF model?
11 A Yes. The external growth rate estimate (sv) is displayed on Page 1 of
12 Schedule WAR-4, where it is added to the internal growth rate estimate
13 (br) to arrive at a final sustainable growth rate estimate.
14
15 || Q. Please explain why your calculation of external growth on page 2 of
16 Schedule WAR-4, is the current market-to-book ratio averaged with
17 1.0 in the equation [(M + B) + 1] + 2.
18 | A The market price of a utility's common stock will tend to move toward book
19 value, or a market-to-book ratio of 1.0, if regulators allow a rate of return
20 that is equal to the cost of capital (one of the desired effects of regulation).
21 As a result of this situation, | used [(M + B) + 1] + 2 as opposed to the
22 current market-to-book ratio by itself to represent investor's expectations
23 that, in the future, a given utility will achieve a market-to-book ratio of 1.0.
i 17
|
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Q.

Has the Commission ever adopted a cost of capital estimate that
included this assumption?

Yes. In a prior Southwest Gas Corporation rate case’, the Commission
adopted the recommendations of ACC Staff's cost of capital witness,
Stephen Hill, who | noted earlier in my testimony. In that case, Mr. Hill
used the same methods that | have used in arriving at the inputs for the
DCF model. His final recommendation for Southwest Gas Corporation
was largely based on the results of his DCF analysis, which incorporated
the same valid market-to-book ratio assumption that | have used

consistently in the DCF model as a cost of capital withess for RUCO.

How did you develop your dividend growth rate estimate?
| analyzed data on a proxy group comprised of twenty publicly traded

electric service providers.

Why did you use a proxy group methodology as opposed to a direct
analysis of the Company?

One of the problems in performing this type of analysis is that the utility
applying for a rate increase is not always a publicly traded company.
Although Pinnacle West Capital Corporation, APS’ parent company, is
publicly-traded on the NYSE, APS is not. Because of this situation, | used

the aforementioned proxy that includes twenty electric utilities with similar

" Decision No. 68487, Dated February 23, 2006 (Docket No. G-01551A-04-0876)
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} 1 risk characteristics as APS in order to derive a cost of common equity for

} 2 the Company.

;

‘ 4 1Q. Are there any other advantages to the use of a proxy?
5 (A Yes. As | noted earlier, the U.S. Supreme Court ruled in the Hope
6 decision that a utility is entitled to earn a rate of return that is

‘ 7 commensurate with the returns on investments of other firms with

‘ 8 comparabile risk. The proxy technique that | have used derives that rate of
9 return. One other advantage to using a sample of companies is that it
10 reduces the possible impact that any undetected biases, anomalies, or
11 measurement errors may have on the DCF growth estimate.
12
13 | Q. What criteria did you use in selecting the electric utilities included in
14 your proxy for APS?
15 A Each of the electric utilities in my sample are tracked in the Value Line
16 Investment Survey’s (“Value Line”) Electric Utility industry segment. Value
17 Line follows electric utilities on a regional basis and issues quarterly
18 updates on electric utilities located in the eastern, central and western
19 portions of the U.S. All of the companies in the proxy are engaged in the
20 provision of regulated electric services. Attachment A of my testimony
21 contains Value Line’s most recent evaluation on each of the twenty
22 companies that | included in the electric proxy group that | used for my

23 cost of common equity analysis.

i
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Q.

Are these the same electric providers included in the proxy used by
APS’ cost of equity withess?

With the exception of Pinnacle West Capital Corporation, the parent
company of APS, these are the same electric providers used by William E.

Avera, Ph.D., the Company’s’ cost of capital witness.

Why did you exclude Pinnacle West Capital Corporation from your
proxy group?

| excluded Pinnacle West Capital Corporation from my proxy group for two
reasons. First, Value Line inadvertently omitted 2008 operating results for
Pinnacle West Capital Corporation in their November 4, 2011 quarterly
update on electric utilities located in the western region of the U.S. Upon
discovering the omission | contacted Value Line to find out if a correction
was going to be issued and was toid by Mr. Paul Debbas that Value Line
was not going to make a correction until their next quarterly update is
published. A second, and possibly sounder, reason for omitting Pinnacle
West Capital Corporation is simply that it is probably best not to include
the parent of the company that is the subject of an analysis, since the
object of the analysis is to determine a cost of equity figure for utilities with

similar risk characteristics.
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Q.

Please explain your DCF growth rate calculations for the sample
electric providers used in your proxy.

Schedule WAR-5 provides retention ratios, returns on book equity, internal
growth rates, book values per share, numbers of shares outstanding, and
the compounded share growth for each of the electric companies included
in my sample for an historical 5-year observation period from the
beginning of 2006 to the end of 2010. Schedule WAR-5 also includes
Value Line's projected 2011, 2012 and 2014-16 values for the retention
ratio, equity return, book value per share growth rate, and number of

shares outstanding for the sample electric companies.

Please describe how you used the information displayed in Schedule
WAR-5 to estimate each comparable utility's dividend growth rate.

In explaining my analysis, | will use Ameren Corp. (NYSE symbol AEE) as
an example. The first dividend growth component that | evaluated was the
internal growth rate. | used the "b x r" formula (described on pages 11
and 12 of my testimony) to multiply AEE's earned return on common
equity by its earnings retention ratio for each year in the 2006 to 2010
observation period to derive the utility's annual internal growth rates. |
used the mean average of this five-year period as a benchmark against
which | compared the projected growth rate trends provided by Value Line.
Because an investor is more likely to- be influenced by recent growth

trends, as opposed to historical averages, the five-year mean noted earlier
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1 was used only as a benchmark figure. As shown on Schedule WAR-5,
% 2 Page 1, AEE’s average internal growth rate of 2.18 percent over the 2006
3 to 2010 time frame reflects an up and down pattern of growth that ranged
4 from a low of 1.03 percent in 2008 to a high of 3.82 percent during 2010.
5 Value Line is predicting that growth will fall to 2.51 percent in 2011 and
6 2012 before increasing to 2.69 percent by the end of the 2014-16 time
7 frame. After weighing Value Line’s projections on earnings and dividend
8 growth, | believe that a 3.00 percent rate of internal growth is within the
9 realm of possibility for AGL (Schedule WAR-4, Page 1 of 2).
10
11 | Q. Please continue with the external growth rate component portion of
12 your analysis.
13 | A Schedule WAR-5 demonstrates that the number of shares outstanding for
14 AEE increased from 206.60 million to 240.40 million from 2006 to 2010.
15 Value Line is predicting that this level will increase from 244.00 million in
16 2011 to 256.00 million by the end of 2016. Based on this data, | believe
17 that a 1.40 percent growth in shares is not unreasonable for AEE (Page 2
18 of Schedule WAR-4). My final dividend growth rate estimate for AEE is
19 5.70 percent (3.00 percent internal growth + 2.75 percent external growth
20 — as calculated on Page 2 of Schedule WAR 4) and is shown on Page 1 of
21 Schedule WAR-4.
22
23
22
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Q.

What is the average DCF dividend growth rate estimate for your
sample utilities?
The average DCF dividend growth rate estimate for my sample is 5.59

percent as displayed on page 1 of Schedule WAR-4.

How does your average dividend growth rate estimates on your
sample companies compare to the growth rate data published by
Value Line and other analysts?

Schedule WAR-6 compares my growth estimates with the five-year
projections of analysts at both Value Line and Zacks Investment
Research, Inc. (“Zacks”) (Attachment B). My 5.59 percent estimate
exceeds Zacks' average long-term EPS projection of 2.37 percent and is
43 basis points higher than Value Line’s growth projection of 5.16 percent
(which is an average of EPS, DPS and BVPS). My 5.59 percent estimate
is 252 basis points higher than the 3.07 percent average of Value Line’s
historical growth results and 108 basis points higher than the 4.01 percent
average of the growth data published by both Value Line and Zacks. My
5.59 percent growth estimate is 186 basis points higher than Value Line’s
3.73 percent 5-year compound historical average of EPS, DPS and BVPS.
The estimates of analysts at Value Line indicate that investors are
expecting somewhat lower growth than what | am estimating from the

electric utility industry in the future. On balance, | would say my 5.59
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percent estimate is somewhat more optimistic than the growth projections

that are available to the investing public.

Q. How did you calculate the dividend yields displayed in Schedule
WAR-3?

A. | used the estimated annual dividends of my sample companies for the
next twelve-month period that appeared in Value Line’s most recent
Ratings and Reports quarterly updates on the electric utility industry. |
then divided those figures by the eight—week average daily adjusted
closing price per share of the appropriate utility's common stock. The
eight-week observation period ran from September 12, 2011 to November
4, 2011, and the average dividend yield was 4.17 percent as exhibited on

Schedule WAR-3.

Q. Based on the results of your DCF analysis, what is your cost of
equity capital estimate for the electric companies included in your
sample?

A. As shown on Schedule WAR-2, the cost of equity capital derived from my
DCF analysis is 9.77 percent for the electric utilities included in my

sample.
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Capital Asset Pricing Model (CAPM) Method

Q.

Please explain the theory behind CAPM and why you decided to use
it as an equity capital valuation method in this proceeding.

CAPM is a mathematical tool that was developed during the early 1960’s
by William F. Sharpe®, the Timken Professor Emeritus of Finance at
Stanford University, who shared the 1990 Nobel Prize in Economics for
research that eventually resulted in the CAPM model. CAPM is used to
analyze the relationships between rates of return on various assets and
risk as measured by beta.’ In this regard, CAPM can help an investor to
determine how much risk is associated with a given investment so that he
or she can decide if that investment meets their individual preferences.
Finance theory has always held that as the risk associated with a given
investment increases, so should the expected rate of return on that
investment and vice versa. According to CAPM theory, risk can be
classified into two specific forms: nonsystematic or diversifiable risk, and
systematic or non-diversifiable risk. While nonsystematic risk can be
virtually eliminated through diversification (i.e. by including stocks of
various companies in various industries in a portfolio of securities),

systematic risk, on the other hand, cannot be eliminated by diversification.

® William F. Sharpe, “A Simplified Model of Portfolio Analysis,” Management Science, Vol. 9, No.
2 (January 1963), pp. 277-93.

° Beta is defined as an index of volatility, or risk, in the return of an asset relative to the return of
a market portfolio of assets. It is a measure of systematic or non-diversifiable risk. The returns
on a stock with a beta of 1.0 will mirror the returns of the overall stock market. The returns on
stocks with betas greater than 1.0 are more volatile or riskier than those of the overall stock
market; and if a stock's beta is less than 1.0, its returns are less volatile or riskier than the overall
stock market.
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1 Thus, systematic risk is the only risk of importance to investors. Simply
2 stated, the underlying theory behind CAPM is that the expected return on
3 a given investment is the sum of a risk-free rate of return plus a market
4 risk premium that is proportional to the systematic (non-diversifiable risk)
5 associated with that investment. In mathematical terms, the formula is as
6 follows:
7
8 k= +[B(rm-11)]
9 where: K = the expected return of a given security,
10 rs = risk-free rate of return,
11 K = beta coefficient, a statistical measurement of a
12 security's systematic risk,
13 m = average market return (e.g. S&P 500), and
14 fm-f = market risk premium.
15
16 | Q. What types of financial instruments are generally used as a proxy for
17 the risk-free rate of return in the CAPM model?
| 18 [A. Generally speaking, the yields of U.S. Treasury instruments are used by
19 analysts as a proxy for the risk-free rate of return component.
20
21
22
23
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Q.

Please explain why U.S. Treasury instruments are regarded as a
suitable proxy for the risk-free rate of return?

As citizens and investors, we would like to believe that U.S. Treasury
securities (which are backed by the full faith and credit of the United
States Government) pose no threat of default no matter what their maturity
dates are. However, a comparison of various Treasury instruments
(Attachment C) will reveal that those with longer maturity dates do have
slightly higher yields. Treasury yields are comprised of two separate
components,'® a real rate of interest (believed to be approximately 2.00
percent) and an inflationary expectation. When the real rate of interest is
subtracted from the total treasury yield, all that remains is the inflationary
expectation. Because increased inflation represents a potential capital
loss, or risk, to investors, a higher inflationary expectation by itself
represents a degree of risk to an investor. Another way of looking at this
is from an opportunity cost standpoint. When an investor locks up funds in
long-term T-Bonds, compensation must be provided for future investment
opportunities foregone. This is often described as maturity or interest rate
risk and it can affect an investor adversely if market rates increase before
the instrument matures (a rise in interest rates would decrease the value

of the debt instrument). As discussed earlier in the DCF portion of my

®As a general rule of thumb, there are three components that make up a given interest rate or
rate of return on a security: the real rate of interest, an inflationary expectation, and a risk
premium. The approximate risk premium of a given security can be determined by simply
subtracting a 91-day T-Bill rate from the yield on the security.
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1 testimony, this compensation translates into higher rates of returns to the
2 investor.
3

4 | Q. What security did you use for a risk-free rate of return in your CAPM

5 analysis?

6 |A. | used an eight-week average of the yield on a 5-year U.S. Treasury
7 instrument. The yields were published in Value Line’s Selection and
8 Opinion publication dated September 23, 2011 through November 11,
9 2011 (Attachment C). This resulted in a risk-free (ry) rate of return of 0.97
10 percent.

11

12 | Q. Why did you use the yield on a 5-year year U.S. Treasury instrument

13 as opposed to a short-term T-Bill?

14 j A While a shorter term instrument, such as a 91-day T-Bill, presents the
15 lowest possible total risk to an investor, a good argument can be made
16 that the yield on an instrument that matches the investment period of the
17 asset being analyzed in the CAPM model should be used as the risk-free
18 rate of return. Since utilities in Arizona generally file for rates every three
19 to five years, the yield on a 5-year U.S. Treasury Instrument closely
20 matches the investment period or, in the case of regulated utilities, the
21 period that new rates will be in effect.

22
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Q.

How did you calculate the market risk premium used in your CAPM
analysis?

| used both a geometric and an arithmetic mean of the historical total
returns on the S&P 500 index from 1926 to 2010 as the proxy for the
market rate of return (r,,). For the risk-free portion of the risk premium
component (r5), | used the geometric mean of the total returns of
intermediate-term government bonds for the same eighty-four year period.
The market risk premium (ry, - 1) that results by using the geometric mean
of these inputs is 4.50 percent (9.90% - 5.40% = 4.50%). The market risk
premium that results by using the arithmetic mean calculation is 6.40

percent (11.90% - 5.50% = 6.40%).

How did you select the beta coefficients that were used in your
CAPM analysis?

The beta coefficients (R), for the individual utilities used in both my
proxies, were calculated by Value Line and were current as of September
9, 2011 for the LDCs in my proxy. Value Line calculates its betas by using
a regression analysis between weekly percentage changes in the market
price of the security being analyzed and weekly percentage changes in
the NYSE Composite Index over a five-year period. The betas are then
adjusted by Value Line for their long-term tendency to converge toward
1.00. The beta coefficients for the electric companies included in my

sample ranged from 0.55 to 0.80 with an average beta of 0.75.
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Q.

A.

What are the results of your CAPM analysis?

As shown on pages 1 and 2 of Schedule WAR-7, my CAPM calculation
using a geometric mean to calculate the risk premium results in an
average expected return of 4.32 percent. My calculation using an

arithmetic mean results in an average expected return of 5.74 percent.

What would be the expected return if a longer term 30-year U.S.
Treasury bond were used as the risk free asset in the CAPM model?

During the eight week period that | relied on in my analysis, the yield on a
30-year U.S. Treasury bond declined from 3.27 percent to 3.01 percent. If
a 3.01 percent eight-week average of 30-year U.S. Treasury bond yields
were used in my CAPM model it would produce expected returns of 6.29
percent using a geometric mean, and 7.49 percent using an arithmetic
mean. As | will discuss later in my testimony, the yields of long-term U.S.
Treasury instruments are currently falling as a result of recent actions

being undertaken by the U.S. Federal Reserve.

Please summarize the results derived under each of the
methodologies presented in your testimony.
The following is a summary of the cost of equity capital derived under

each methodology used:
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METHOD RESULTS
DCF 9.77%
CAPM 4.32% - 5.74%

Based on these results, my best estimate of an appropriate range for a
cost of common equity for the Company is 4.32 percent to 9.77 percent.
My final recommended cost of common equity figure is 10.00 percent
which is just above the high end of the range of estimates shown above

(Schedule WAR-1, Page 3).

Q. How does your recommended cost of equity capital compare with
the cost of equity capital proposed by the Company?

A. The 11.00 percent cost of equity capital proposed by the Company is 100
basis points higher than the 10.00 percent cost of equity capital that | am

recommending.

Q. How did you arrive at your final recommended 10.00 percent cost of
common equity?

A. As just stated, my recommended 10.00 percent cost of common equity
falls just above the high side of the range of estimates obtained from my
DCF and CAPM analyses. As | will discuss in more detail in the next
section of my testimony, my final estimate takes into consideration current
interest rates (as the cost of equity moves in the same direction as interest

rates), the current state of the national economy — which could be sliding
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back into recession. My final estimate also takes into consideration the
U.S. Federal Reserve’s recent decision not to raise interest rates anytime
over the next two years. | also took into consideration information on
Arizona’s economy and current rate of unemployment in making my final
cost of equity estimate. My final estimate also falls within the range of
projected returns on book common equity that Value Line is projecting for

the electric utility industry.

Current Economic Environment

Q.

Please explain why it is necessary to consider the current economic
environment when performing a cost of equity capital analysis for a
regulated utility.

Consideration of the economic environment is necessary because trends
in interest rates, present and projected levels of inflation, and the overall
state of the U.S. economy determine the rates of return that investors earn
on their invested funds. Each of these factors represent potential risks
that must be weighed when estimating the cost of equity capital for a
regulated utility and are, most often, the same factors considered by

individuals who are also investing in non-regulated entities.

Please describe your analysis of the current economic environment.
My analysis begins with a review of the economic events that have

occurred between 1990 and the present in order to provide a background
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1 on how we got to where we are now. It also describes how the Board of
2 Governors of the Federal Reserve System (“Federal Reserve” or “Fed”)
3 and its Federal Open Market Committee (“FOMC") used its interest rate-
4 setting authority to stimulate the economy by cutting interest rates during
5 recessionary periods and by raising interest rates to control inflation during
6 times of robust economic growth. Schedule WAR-8 displays various
7 economic indicators and other data that | will refer to during this portion of
8 my testimony.
9 In 1991, as measured by the most recently revised annual change in
10 gross domestic product (“GDP”), the U.S. economy experienced a rate of
11 growth of negative 0.20 percent. This decline in GDP marked the
12 beginning of a mild recession that ended sometime before the end of the
13 first half of 1992. Reacting to this situation, the Federal Reserve, then
14 chaired by noted economist Alan Greenspan, lowered its benchmark
15 federal funds rate'' in an effort to further loosen monetary constraints - an
16 action that resulted in lower interest rates.
17
18 During this same period, the nation's major money center banks followed
19 the Federal Reserve's lead and began lowering their interest rates as well.
; 20 By the end of the fourth quarter of 1993, the prime rate (the rate charged
" This is the interest rate charged by banks with excess reserves at a Federal Reserve district
bank to banks needing overnight loans to meet reserve requirements. The federal funds rate is
the most sensitive indicator of the direction of interest rates, since it is set daily by the market,
unlike the prime rate and the discount rate, which are periodically changed by banks and by the
Federal Reserve Board, respectively.
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1 by banks to their best customers) had dropped to 6.00 percent from a
2 1990 level of 10.01 percent. In addition, the Federal Reserve's discount
3 rate on loans to its member banks had fallen to 3.00 percent and short-
4 term interest rates had declined to levels that had not been seen since
5 1972.
6
7 Although GDP increased in 1992 and 1993, the Federal Reserve took
8 steps to increase interest rates beginning in February of 1994, in order to
9 keep inflation under control. By the end of 1995, the Federal discount rate
10 had risen to 5.21 percent. Once again, the banking community followed
11 the Federal Reserve's moves. The Fed’s strategy, during this period, was
12 to engineer a "soft landing." That is to say that the Federal Reserve
13 wanted to foster a situation in which economic growth would be stabilized
14 without incurring either a prolonged recession or runaway inflation.
15
16 | Q. Did the Federal Reserve achieve its goals during this period?
17 | A Yes. The Fed's strategy of decreasing interest rates to stimulate the
18 economy worked. The annual change in GDP began an upward trend in
19 1992. A change of 4.50 percent and 4.20 percent were recorded at the
20 end of 1997 and 1998 respectively. Based on daily reports that were
21 presented in the mainstream print and broadcast media during most of
22 1999, there appeared to be little doubt among both economists and the
i 23 public at large that the U.S. was experiencing a period of robust economic
;
| 34
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1 growth highlighted by low rates of unemployment and inflation. Investors,
; 2 who believed that technology stocks and Internet company start-ups (with
| 3 little or no history of earnings) had high growth potential, purchased these
4 types of issues with enthusiasm. These types of investors, who exhibited
5 what former Chairman Greenspan described as “irrational exuberance,”
6 pushed stock prices and market indexes fo all time highs from 1997 to
7 2000. Over the next ten years, the FOMC continued to stimulate the
8 economy and keep inflation in check by raising and lowering the federal
9 funds rate.
10

11 | Q. How did the U.S. economy fare between 2001 and 2007?

12 | A The U.S. economy entered into a recession near the end of the first
13 quarter of 2001. The bullish trend, which had characterized the last half of
14 the 1990’s, had already run its course sometime during the third quarter of
15 2000. Disappointing economic data releases, since the beginning of
16 2001, preceded the September 11, 2001 terrorist attacks on the World
17 Trade Center and the Pentagon which are now regarded as a defining
18 point during this economic slump. From January 2001 to June 2003 the
19 Federal Reserve cut interest rates a total of thirteen times in order to
20 stimulate growth. During this period, the federal funds rate fell from 6.50
21 percent to 1.00 percent. The FOMC reversed this trend on June 29, 2004
22 and raised the federal funds rate 25 basis points to 1.25 percent. From
23 June 29, 2004 to January 31, 2006, the FOMC raised the federal funds
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1 rate thirteen more times to a level of 4.50 percent during a period in which
2 the economic picture turned considerably brighter as both Inflation and
3 unemployment fell, wages increased and the overall economy, despite
4 continued problems in housing, grew briskly."?
5
6 The FOMC'’s January 31, 2006 meeting marked the final appearance of
7 Alan Greenspan, who had presided over the rate setting body for a total of
8 eighteen years. On that same day, Greenspan’s successor, Ben
9 Bernanke, the former chairman of the President’s Council of Economic
10 Advisers, and a former Fed governor under Greenspan from 2002 to
11 2005, was confirmed by the U.S. Senate to be the new Federal Reserve
12 chief. As expected by Fed watchers, Chairman Bernanke picked up
13 where his predecessor left off and increased the federal funds rate by 25
14 basis points during each of the next three FOMC meetings for a total of
15 seventeen consecutive rate increases since June 2004, and raising the
16 federal funds rate to a level of 5.25 percent. The Fed’s rate increase
17 campaign finally came to a halt at the FOMC meeting held on August 8,
18 2006, when the FOMC decided not to raise rates. Once again, the Fed
19 managed to engineer a soft landing.
20
; 21
22
'2 Henderson, Nell, “Bullish on Bernanke” The Washington Post, January 30, 2007.
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1 1Q. What has been the state of the economy since 20077
2 A Reports in the mainstream financial press during the majority of 2007
3 reflected the view that the U.S. economy was slowing as a result of a
4 worsening situation in the housing market and higher oil prices. The
5 overall outlook for the economy was one of only moderate growth at best.
6 Also during this period the Fed's key measure of inflation began to exceed
7 the rate setting body’s comfort level.
8
9 On August 7, 2007, the beginning of what is now being referred to as the
10 Great Recession; the FOMC decided not to increase or decrease the
11 federal funds rate for the ninth straight time and left its target rate
12 unchanged at 5.25 percent.’ At the time of the Fed’s decision, analysts
13 speculated that a rate cut over the next several months was unlikely given
14 the Fed’s concern that inflation would fail to moderate. However, during
15 this same period, evidence of an even slower economy and a possible
16 recession was beginning to surface. Within days of the Fed’s decision to
17 stand pat on rates, a borrowing crisis rooted in a deterioration of the
18 market for subprime mortgages, and securities linked to them, forced the
19 Fed to inject $24 billion in funds (raised through its open market
20 operations) into the credit markets."* By Friday, August 17, 2007, after a
: I2p0 (;3‘7reg, “Markets Gyrate As Fed Straddles Inflation, Growth” The Wall Street Journal, August
14 Ip, Greg, “Fed Enters Market To Tamp Down Rate” The Wall Street Journal, August 2, 2007
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| 1 turbulent week on Wall Street, the Fed made the decision to lower its
1 2 discount rate (i.e. the rate charged on direct loans to banks) by 50 basis
3 points, from 6.25 percent to 5.75 percent, and took steps to encourage
‘ 4 banks to borrow from the Fed’s discount window in order to provide
5 liquidity to lenders. According to an article that appeared in the August 18,
6 2007 edition of The Wall Street Journal, *° the Fed had used all of its tools
7 to restore normalcy to the financial markets. If the markets failed to settle
8 down, the Fed’s only weapon left was to cut the Federal Funds rate —
9 possibly before the next FOMC meeting scheduled on September 18,
10 2007.
11
12 | Q. Did the Fed cut rates as a result of the subprime mortgage borrowing
13 crises?

14 | A Yes. At its regularly scheduled meeting on September 18, 2007, the

15 FOMC surprised the investment community and cut both the federal funds
16 rate and the discount rate by 50 basis points (25 basis points more than
17 what was anticipated). This brought the federal funds rate down to a level
18 of 475 percent. The Fed’'s action was seen as an effort to curb the
19 aforementioned slowdown in the economy. Over the course of the next
20 four months, the FOMC reduced the Federal funds rate by a total 175
21 basis points to a level of 3.00 percent — mainly as a result of concerns that
22 the economy was slipping into a recession. This included a 75 basis point

* Ip, Greg, Robin Sidel and Randall Smith, “Fed Offers Banks Loans Amid Crises” The Wali
Street Journal, August 9, 2007
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1 reduction that occurred one week prior to the FOMC’s meeting on January
2 29, 2008.
3
4 1Q. What actions has the Fed taken in regard to interest rates since the
5 beginning of 20087
6 |A. The Fed made two more rate cuts which included a 75 basis point
7 reduction in the federal funds rate on March 18, 2008 and an additional 25
8 basis point reduction on April 30, 2008. The Fed’s decision to cut rates
9 was based on its belief that the slowing economy was a greater concern
10 than the current rate of inflation (which the majority of FOMC members
11 believed would moderate during the economic slowdown).” As a result of
12 the Fed’'s actions, the federal funds rate was reduced to a level of 2.00
13 percent. From April 30, 2008 through September 16, 2008, the Fed took
14 no further action on its key interest rate. However, the days before and
15 after the Fed's September 16, 2008 meeting saw longstanding Wall Street
16 firms such as Lehman Brothers, Merrill Lynch and AlG failing as a result of
17 their subprime holdings. By the end of the week, the Bush administration
18 had announced plans to deal with the deteriorating financial condition
19 which had now become a worldwide crisis. The administrations actions
| 20 included former Treasury Secretary Henry Paulson’s request to Congress
21 for $700 billion to buy distressed assets as part of a plan to halt what has
|
‘ % Ip, Greg, “Credit Worries Ease as Fed Cuts, Hints at More Relief” The Wall_Street Journal,
March 19, 2008
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1 been described as the worst financial crisis since the 1930’s’’. Amidst this
‘ 2 turmoil, the Fed made the decision to cut the federal funds rate by another
' 3 50 basis points in a coordinated move with foreign central banks on
f 4 October 8, 2008. This was followed by another 50 basis point cut during
5 the regular FOMC meeting on October 29, 2008. At the time of this
6 writing, the federal funds target rate now stands at 0.25 percent, the result
7 of a 75 basis point cut announced on December 16, 2008.
8

9 Q. What is the current rate of inflation in the U.S.?

10 | A As can be seen on Schedule WAR-8, the current rate of inflation, as
11 measured by the consumer price index, is at 3.90 percent according to
12 information provided by the U.S. Department of Labor’s Bureau of Labor
13 Statistics.'

14

15 | Q. Has the Fed raised interest rates in anticipation of higher inflation?

16 | A No. The FOMC has not raised interest rates to date. The Fed’s plan to

17 buy $600 billion of U.S. government bonds over an eight month period,
18 known as quantitative easing stage two or QE2," was completed during
19 the summer of 2011. The attempt to drive down long-term interest rates

7 Soloman, Deborah, Michael R. Crittenden and Damian Paletta, “U.S. Bailout Plan Calms

Markets, But Struggle Looms Over Details” The Wall Street Journal, September 20, 2008

18 http://www.bls.gov/news.release/cpi.nrQ.htm

¥ Hilsenrath, Jon, “Fed Fires $600 Billion Stimulus Shot” The Wall Street Journal, November 4,
2010
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) 1 and encourage more borrowing and growth by increasing the money
l 2 supply has yet to stimulate the economy and fears of a double dip
3 recession persist. At its August 9, 2011 meeting, the FOMC announced
4 that it intended to keep interest rates at their current levels for at least the
5 next two years warning that the economy would remain weak for some
6 time but that the Fed is prepared to take further steps to shore it up.?
7
8 | Q. Has the Fed taken any recent action, such as QEZ2, to stimulate the
9 economy?
10 Yes. At the close of the FOMC’s September meeting the Fed announced
11 its decision to implement a plan that resembles a 1961 Federal Reserve
12 program known as “Operation Twist”.?' Under this plan, the Fed will sell
13 $400 billion in Treasury securities that mature within three years. The
14 proceeds from these sales will then be reinvested into securities that
15 mature in six to 30 years. This action would significantly alter the balance
16 of the Fed’s holdings toward long-term securities. In addition to selling off
17 its shorter term Treasury holdings, the Fed will take the proceeds from its
18 maturing mortgage-backed securities and reinvest them in other mortgage
19 backed securities. For the past year, the Fed has been reinvesting that
20 money into Treasury bonds, shrinking its mortgage portfolio. The overall
1
! 2 Reddy, Sudeep and Jonathan Cheng “Markets Sink Then Soar After Fed Speaks” The Wall
i Street Journal, August 10, 2011
i ! Hilsenrath, Jon and Luca Di Leo “Fed Launches New Stimulus” The Wall Street Journal,
September 22, 2011
|
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1 goal of the Fed’s plan is to reduce long-term interest rates in the hope of
2 boosting investment and spending and provide a shot in the arm to the
3 beleaguered housing sector of the economy. During its most recent
4 FOMC meeting held on November 1, 2011, the Fed decided not to make
5 any changes to existing interest rates.

6

7 Q. Has there been any noticeable drop in long-term rates since the Fed

8 announced its plan to purchase longer term Treasury instruments?

9 [A. Yes. As | noted earlier in my testimony, the yield on the 30-year Treasury
10 bond has from fallen from 3.27 percent to 3.01 percent since the latter part
11 of September 2011.

12

13 | Q. Putting this all into perspective, how have the Fed’s actions since
14 2000 affected the yields on Treasury Instruments and benchmark
15 interest rates?

16 | A. As can be seen on Schedule WAR-8, current Treasury yields are
17 considerably lower than corresponding yields that existed during the year
18 2000 and U.S. Treasury instruments, are for the most part, still at
19 historically low levels. As can be seen on the first page of Attachment C,
20 the previously mentioned federal discount rate (the rate charged to the
21 Fed’'s member banks), has remained steady at 0.75 percent since

‘ 22 November of 2010.

42




Direct Testimony of William A. Rigsby
Arizona Public Service Company
Docket No. E-01345A-11-0224

‘ 1 As of November 4, 2011, leading interest rates that include the 3-month,

| 2 6-month and 1-year treasury yields have dropped from their November
3 2010 levels. Longer term yields including the 5-year, 10-year and 30-year
4 have all fallen from levels that existed a year ago. The same is true for
5 the 30-year Zero rate. The prime rate has remained constant at 3.25
6 percent over the past year, as has the benchmark federal funds rate
7 discussed above. A previous trend, described by former Chairman
8 Greenspan as a “conundrum”??, in which long-term rates fell as short-term
9 rates increased, thus creating a somewhat inverted yield curve that
10 existed as late as June 2007, is completely reversed and a more
11 traditional yield curve (one where yields increase as maturity dates
12 lengthen) presently exists. The 5-year Treasury yield, used in my CAPM
13 analysis, has decreased 23 basis points from 1.11 percent, in November
14 2010, to 0.88 percent as of November 2, 2011.
15

16 | Q. What are the current yields on utility bonds?

17 | A. Referring again to Attachment C, as of November 2, 2011, 25/30-year A-

18 rated utility bonds were yielding 4.12 percent (110 basis points lower than
| 19 a year ago) and 25/30-year Baa/BBB-rated utility bonds were yielding 4.76

20 percent (down 103 basis points from a year earlier).

21

22

22 \Wolk, Martin, “Greenspan wrestling with rate 'conundrum',” MSNBC, June 8, 2005
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| 1 Q. What is the current outlook for the economy?
| 2 A The current outlook on the economy is that a slide into recession appears
|
|
3 to be unlikely but an outlook for slower growth persists. Value line’s
4 analysts offered this perspective in the November 11, 2011 edition of
5 Value Line’s Selection and Opinion publication:
| 6 “One by one, the markers pointing to a new recession are
| 7 falling — at least in this country. Recent data, for example,
8 affirm that consumer spending, manufacturing orders, and auto
9 sales are pressing higher, while other reports confirm that
10 industrial production and business investment are rallying. Those
11 still calling for a recession, therefore, are getting less and less of
12 an audience.”
13
14 Value Line’s analysts went on to say:
15 "The U.S. upturn could move onto a slower track going
16 forward, with growth — which rose to 2.5% in the third quarter
17 — perhaps easing to less than 2% this period. Thereafter, there
18 may be some gradual firming in 2012, with growth possibly
19 averaging 2%, or so. Clearly, though, this forecast is tenuous
20 due to uncertainty in Europe, where a recession seems more
21 likely.”
22
23 Value Line’s analysts also stated:
24 "The year ahead holds numerous questions. First, there is
25 Europe, which is in flux, as prior headlines proclaiming a
26 resolution of the debt crisis now look a bit premature. Then, there
27 are Federal Reserve policies, which are fluid and likely to evolve
28 further, as the central bank seeks a balance between promoting
29 faster growth and containing inflation. Also, there are questions
30 about housing and personal income, both of which are under
31 strain. Finally, there’s the likelihood of slower growth in China,
32 which would add to giobal strains. All of this implies that a
33 stronger showing by our economy in 2012 is unlikely.”
34
35 Value Line’s analysts further went on to say:
36 ”Earnings season is now in the books, and it has been a
37 respectable one for the most part. However, there were fewer
38 fireworks on the upside than in prior quarters, as profit matchups
39 became more difficult after two years of easy growth. We also
| 44
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think earnings will press forward in the final quarter, but more
modestly.”

Q. How are electric utilities such as APS faring in the current economic
environment?
A. In the November 4, 2011 quarterly update on the Electric Utility (West)

Industry, Value Line analyst Paul E. Debbas, CFA had this to say:

“Electric utility stocks are known for outperforming the broader
market averages in a down market. So far in 2011, this has
proven to be the case. The Value Line Geometric Average is
down 12% this year, while the Value Line Utility Average is up
2%. When dividends are considered, the relative out
performance of this group is even greater. This had made the
equities in this industry relatively less attractive, however. In fact,
some issues, such as Pinnacle West, are trading around the
middle of th eir 2014-2016 Target Price Range. For a utility
stock, this is often a sign that it has become overvalued.”

Also Included in Value Line’s November 4, 2011 issue is its ranking of
each state’s regulatory climate, plus that of the District of Columbia and
the Federal Energy Regulatory Commission (‘FERC”). Value Line ranks
states as above average, average and below average. Interestingly,
Arizona was ranked as average along with California, Delaware, District of
Columbia, Florida, Georgia, Hawaii, lowa, Kansas, Kentucky, Louisiana,
Michigan, Minnesota, Mississippi, Missouri, Montana, Nevada, New
Hampshire, New Jersey, New Mexico, North Carolina, North Dakota,

Oklahoma, Pennsylvania, Texas, Virginia, Washington and Wyoming.
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1 Q. How has Arizona fared in terms of the overall economy and home
2 foreclosures?
3 A Arizona was one of the states hit hardest during the Great Recession and
4 has lagged during the current recovery.” During the period between 2006
5 and 2009, statewide construction spending fell by 40.00 percent.
6 According to information provided by Irvine, California-based RealtyTrac,
7 Arizona was ranked third in the nation behind California and Nevada in
8 terms of home foreclosures with the largest number of foreclosures
9 occurring in Maricopa, Pinal and Pima Counties. As of this writing
10 RealtyTrac still ranks Arizona as having the third highest foreclosure rate
11 in the country with one in every ninety-three housing units receiving a
12 foreclosure filing in the third quarter. #*
13

14 | Q. What is the current unemployment situation in Arizona during this

15 period of economic recovery?
16 | A. According to information published on October 20, 2011, and displayed on |
17 the website of the Arizona Department of Administration’s Office of
18 Employment and Population Statistics,”® the seasonally adjusted
‘ 19 unemployment rate for Arizona dropped two tenths of a percentage point

% Beard, Betty, “Recession hit Arizona hardest” The Arizona Republic, March 6, 2011

24 Millar, DiAngelea, “RealtyTrac: Arizona home foreclosures down sharply,” Phoenix Business
Journal, October 13, 2011.

% Arizona Department of Administration’s Office of Employment and Population Statistics
http://www.workforce.az.gov/
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1 from 9.3% in August, to 9.1% in September. At the time that this
2 information was compiled, Arizona’s rate of unemployment mirrored the
| 3 U.S. unemployment rate which remained unchanged at 9.1% for the third
4 consecutive month. In September 2010 the U. S. rate was 9.6% and
|
; 5 Arizona’s rate was 9.8%2° as can be seen below:
6
7 Arizona, U.S. Economic Indicators
8 Unemployment Rate (Seasonally Adj.)
9
10 Sep "1 Aug '11 Sep '10
11
12 United States 9.1% 9.1% 9.6%
13 Arizona 9.1% 9.3% 9.8%
14 Arizona unadjusted rate 8.9% 9.4% 9.8%
15
16 More recent information on the national rate of unemployment, released
17 by the U.S. Department of Labor on November 4, 2011, has pegged U.S.
18 unemployment at 9.00 percent.
19 According to the October 20, 2011 Arizona Department of Administration’s
20 Office of Employment and Population Statistics report, the September
21 2011 rates of unemployment for the counties that are served by APS were
22 as follows:
23 Selected County Unemployment Rates - September 2011
24 Apache 15.0%
25 Cochise 8.2%
| 26 Coconino 7.3%
27 Gila 9.7%
28 La Paz 9.5%
29 Maricopa 7.9%
' 30 Navajo 14.0%

% J.S. Bureau of Labor Statistics Economic News Release dated June 3, 2011
http://www.bls.qov/news.release/empsit.nr0.htm
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Pima 8.0%
Pinal 10.6%
Yavapai 9.4%
Yuma 27.0%
Q. After weighing the economic information that you've just discussed,

do you believe that the 10.00 percent cost of equity capital that you
have estimated is reasonable for the Company?

A. | believe that my recommended 10.00 percent cost of equity capital, which
is 524 basis points higher than the current 4.76 percent yield on a
Baa/BBB-rated utility bond, will provide APS with a reasonable rate of
return on invested capital when data on interest rates (that are low by
historical standards), the current state of the economy, current rates of
unemployment (both nationally, in Arizona, and in the counties served by
APS), and the Fed’s decision to keep interest rates at their current levels
over the next two years are all taken into consideration. As | noted earlier,
the Hope decision determined that a utility is entitled to earn a rate of
return that is commensurate with the returns it would make on other
investments with comparable risk. | believe that my cost of equity
analysis, which is on the high side of the range of results | obtained from

both the DCF and CAPM models, has produced such a return.
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CAPITAL STRUCTURE AND COST OF DEBT

Q.

A.

Please describe the Company-proposed capital structure.
The Company-proposed end of test year capital structure is comprised of

53.94 percent common equity and 46.06 percent long-term debt.

How does the Company-proposed capital structure compare with the
capital structures of the electric companies that comprise your
sample?

The Company-proposed capital structure containing 53.94 percent
common equity is somewhat higher in equity than the capital structures of
the electric companies in my sample, which had an average of 45.70
percent common equity, and would be perceived by investors as having
somewhat lower risk overall. APS’ 46.06 percent level of long-term debt is
lower than the average of 53.60 percent in my sample and would be
perceived as having a lower level of financial risk. Overall | would say that

APS’ capital structure is fairly well balanced.

What capital structure are you recommending for APS?
| am recommending that he Commission adopt the Company-proposed
capital structure comprised of 53.94 percent common equity and 46.06

percent long-term debt.

49




Direct Testimony of William A. Rigsby
Arizona Public Service Company
Docket No. E-01345A-11-0224

1 | Q. What cost of long-term debt are you recommending for APS?

2 A I am recommending that the Commission adopt a cost of Long-term debt
3 of 6.26 percent which, based on my calculation of the Company’s various
4 outstanding debt instruments, is 12 basis points lower than the 6.38
5 percent cost of long-term debt being proposed by APS.

6

7 | WEIGHTED COST OF CAPITAL AND FAIR VALUE RATE OF RETURN

8 | Q. What original cost weighted average cost of capital are you
9 recommending for APS?
10 A Based on my recommended capital structure, comprised of 53.94 percent
11 common equity and 46.06 percent long-term debt, | am recommending an
12 original cost weighted average cost of capital of 8.27 percent (Schedule
13 WAR-1, Page 1). This is the weighted average cost of my recommended
14 cost of 10.00 percent common equity and my recommended 6.26 percent
15 cost long-term debt. My 8.27 percent weighted average cost of capital is
16 also the OCROR to be applied to APS’ original cost rate base.
17
18 | Q. What fair value rate of return are you recommending for APS?
19 | A. | am recommending a FVROR of 6.10 percent (Schedule WAR-1, Page 1)
20 which is my OCROR minus an inflation factor of 2.18 percent (Schedule
21 WAR-1, Page 4). My recommended FVROR satisfies the fair value
22 requirement of the Arizona Constitution which the Commission must follow
23 when setting rates for investor owned utilities such as APS.
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Q.

Why are you recommending a FVROR that is different from your
OCROR?

Because APS elected not to use the Company’s original cost rate base
(“OCRB") as its fair value rate base (“FVRB”) in this case. Instead, APS
performed a reconstruction cost new less depreciation (“RCND”) study to
restate the value, or reproduction cost, of the Company’'s OCRB. As is
the normal ratemaking practice in Arizona, the Company averaged the
values of its OCRB and its RCND rate base to arrive at a FVRB that is
higher than the OCRB. This is because the value of the FVRB reflects the
impact of inflation and other factors which tend to contribute to an upward
growth in value over time. Since the difference in the value of the OCRB
and the FVRB represents inflation, as opposed to additional investor
supplied capital, an OCROR which includes an inflation component cannot
be applied to the FVRB. To do so would result in a double counting of
inflation. For this reason it is necessary to remove the inflation component

that is included in the OCROR.

Does your recommended FVROR satisfy the requirements for
determining a FVROR that resulted from the Commission’s Chaparral
City Water Company remand decision, which established the need to
remove the inflation component from an OCROR?

Yes. On July 28, 2008, the Commission issued Decision No. 70441, in

which stated the following:
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1 Our previous method was a shorthand method of ensuring that
2 inflation would only influence one piece of the ratemaking
3 formula - the rate of return. However, the Court of Appeals has
4 made it clear that, under our constitution, the "inflation
5 component” belongs in the FVRB. Accordingly, in order to
6 avoid over-counting the effect of inflation, it is necessary for us
7 to ensure that the rate of return does not also carry an inflation
8 component. [Decision No. 70441, p. 33]
9
10 | Q. How did you remove the inflation component from your OCROR?
11 By reducing my recommended costs of common equity and long-term
12 debt by an inflation factor of 2.18 percent. This produced my
13 recommended FVROR of 6.10 percent. The method that | have used in
14 this case produces a FVROR that is comparable to the FVROR calculated
15 for UNS Electric, Inc. in a prior rate case proceeding. In that case the
16 Commission adopted a method that reduced the OCROR by an inflation
17 factor that was recommended by RUCO.?” The Commission had
18 previously used the same method in a rate case proceeding for UNS
19 Electric, Inc.’s sister utility, UNS Gas, Inc. Under the Commission’s
20 adopted methodology in the prior UNS Inc. cases, my recommended
21 OCROR of 8.27 percent would be reduced by my recommended 2.18
22 percent inflation factor — thus resulting in a FVROR of 6.10 percent. The
23 method that | have used in this case, which removes the inflation factor
24 from both my recommended cost of equity and recommended cost of
25 debt, produces an identical 5.96 percent FVROR.
26
%" Decision No. 71914, dated September 30, 2010
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Q.

A.

How did you calculate your inflation factor of 2.18 percent?

By using the same RUCO methodology that produced an inflation factor
similar to what the Commission relied on in the prior UNS Electric, Inc.
case cited above. As can be seen on Page 4 of Schedule WAR-1, my
recommended 2.18 percent inflation factor represents the difference
between Treasury Inflation-Protected Securities (“TIPS”) and comparable
securities issued by the U.S. Treasury with similar liquidity and duration

over a nine year period.

How does your FVROR compare to the FVROR being recommended
by APS?
My recommended FVROR of 6.10 percent is 30 basis points lower than

the 6.47 percent FVROR being proposed by APS.

What inflation factor does APS propose?

APS does not reduce its proposed cost of common equity by an inflation
factor. As stated on page 4 of his direct testimony, APS’ cost of equity
witness Dr. William E. Avera states that the Company-proposed 11.00
percent cost of common equity needs no adjustment since his DCF and
CAPM results were obtained using analysts’ forward looking estimates

based on current market values.
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Q. Do you agree with Dr. Avera’s rationale as to why no inflation
adjustment is needed to reduce the Company-proposed OCROR?

A. No. | do not since analysts’ forward looking estimates would only take
future expected inflation into account. Relying on analysts’ forecasted
estimates does not address the impact of inflation and other factors which
tend to contribute to an upward growth in the value of plant assets over
time which is reflected in the Company’s RCND rate base which |

explained above.

COMMENTS ON THE COMPANY-PROPOSED COST OF EQUITY CAPITAL
Q. Have you reviewed APS’ testimony on the Company-proposed cost
of equity capital?

A. Yes, | have reviewed the testimony prepared by Dr. William E. Avera.

Q. What issues does Dr. Avera address in his cost of equity testimony?
In addition to addressing the cost of common equity issues in this case,
Dr. Avera also addresses the capital structure, credit worthiness, and

attrition issues that APS’ has raised in its Application.
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Q.

Please compare the Company-proposed cost of equity with your
recommended cost of equity.

The Company is recommending a cost of equity capital of 11.00 percent
which is 100 basis points higher than my recommended 10.00 percent

cost of equity.

Have you studied the specific methods that Dr. Avera used to derive
the Company-proposed cost of equity capital?

Yes.

What methods did Dr. Avera use to arrive at his cost of common equity for
APS?
Dr. Avera used the DCF and CAPM methods to estimate APS’ cost of

common equity.

Can you provide a comparison of the results derived from Dr.
Avera’s models and yours?
Yes. The following portion of my testimony will compare and contrast the

results of our DCF and CAPM analyses.
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DCF Comparison

Q. Please compare the results of Dr. Avera’s DCF analysis and the
results of your DCF analysis.

A Dr. Avera presented the results of two DCF analyses, one that relied on a
sample of regulated electric utilties and the other on unregulated
industrials. His DCF analysis using a sample of regulated utilities
produced estimates ranging from 9.50 percent to 11.20 percent and his
DCF analysis using a sample of unregulated industrials, or non-utilities,
produced estimates ranging from 11.90 percent to 12.50 percent. My
DCF analysis, which relied on a sample with all but one (Pinnacle West
Capital Corporation, the parent of APS) of the regulated electric utilities

included in Dr. Avera’'s sample, produced a final estimate of 9.77 percent.

Q. Why didn’t you perform an analysis that included unregulated
industrials?

A. Quite simply because | believe that a sample of regulated electric utilities
that face the same types of risks and operating conditions that APS does
is an appropriate sample. Furthermore the results obtained by Dr. Avera’s
non-utilities sample clearly demonstrate that these firms are much more

riskier than regulated utilities.
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Q.

What was the difference between Dr. Avera’s dividend yield results
for electric utilities and your dividend yield results?

Dr. Avera’s DCF analysis of regulated electric utilities produced an
average dividend yield of 4.53 percent as opposed to my average dividend
yield of 4.17 percent. | attribute the majority of the 36 basis point
difference to higher closing stock prices that | recorded during my more
recent 8-week observation period since there is not that much difference

in the annualized dividends paid by our respective sample companies.

Please compare your respective DCF growth estimates (g) for
electric utilities.

Dr. Avera’s electric utilities DCF analysis produced average growth
estimates of 4.97 percent to 6.67 percent compared to my 5.59 percent
estimate. However, as | will discuss later, Dr. Avera’s estimates ignore

high and low estimates obtained from his model.

Were there any differences in the way that you conducted your DCF
analysis and the way that Dr. Avera conducted his?

Yes. Dr. Avera also relied on projections from IBES in addition to my
reliance on Value Line and Zacks. He also performed a br + sv type
calculation similar to what | have done. The IBES growth projections of
5.83 percent were 24 basis points higher than my 5.59 percent average

growth estimate. However, | will point out that Dr. Avera’s DCF analysis
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placed no emphasis on the past performance of the electric utilities in his
sample and focused entirely on analysts’ future projections to estimate the
growth component (g) of the DCF model. While | agree that the
estimation of an appropriate cost of common equity is a forward looking
process, | believe that past performance should not be ignored entirely.
Consideration of utilities’ past performance should serve as a useful check
on the reasonableness of analysts’ future expectations. In addition to my
points above, Dr. Avera eliminates high and low results (i.e. outliers) from
his DCF results in order to arrive at his final DCF cost of common equity

estimate.

Have you removed such outliers from your analysis?
No. While | will admit that several of my sample electric utilities had
results that could be classified as being extremely high or low, | have

decided not to ignore them.

CAPM Comparison

Q.

Please compare the results of Dr. Avera’s CAPM analysis and the
results of your CAPM analysis.

Dr. Avera’s CAPM analysis produced an estimate of 11.40 percent for his
sample of electric utilities and an estimate of 10.00 percent for his sample
of unregulated industrials. His estimates are 708 basis points to 568 basis

points higher than my 4.32 percent CAPM estimate that uses a geometric
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1 mean and are 566 basis points to 426 basis points higher than my 5.74
2 percent CAPM estimate that uses an arithmetic mean. When compared to
3 my CAPM estimates that relied on an eight-week average 30-year U.S.
4 Treasury bond yield as the risk free rate of return, Dr. Avera’'s utility
‘ 5 sample estimates are 511 basis points higher than my 6.29 percent
6 estimate using a geometric mean, and 391 basis points higher than my
7 7.49 percent estimate using an arithmetic mean. Dr. Avera’s 11.40
8 percent utility sample estimate exceeds the recent yield of 4.67 percent on
9 a Baa/BBB-rated utility bond yield by 673 basis points.
10
11 | Q. What are the main reasons for Dr. Avera’s higher CAPM results?
12 | A. The much higher inputs that include his risk free rate of return and Dr.
13 Avera’s market risk premium which utilized his own method for calculating
14 the return on the market as opposed to relying on the more established
15 method of relying on historical market data published in Morningstar. Dr.
16 Avera CAPM expected return estimates also include a size adjustment of
17 0.074 percent for his utility sample and negative 0.37 percent for his
18 unregulated industrials.
19
20 | Q. Please describe the differences in the way that you conducted your
‘ 21 CAPM analysis and the way that Dr. Avera conducted his?
22 A As noted above, there are two main differences between Dr. Avera’s
23 CAPM analysis and mine. The first difference involves Dr. Avera’s use of
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1 a 4.50 percent one month average of the higher yields of 30-year Treasury
2 bonds as opposed to the more recent 8-week average yields of a 5-year
} 3 Treasury instrument that | relied on for the risk-free rate of return. The
4 second difference involves his market risk premium. Dr. Avera’s market
5 risk premium is the 12.8 percent sum of yields and growth rates of S&P
6 500 dividend paying firms recorded on January 28, 2011 and February 23,
7 2011 respectively minus the aforementioned 4.50 percent risk free rate,
8 used by Dr. Avera, as opposed to the SBBI data that | relied on that
9 encompassed a much broader period of the U.S. economy between 1926
10 and 2010. Dr. Avera’s method results in a market risk premium of 8.30
11 percent (12.80% - 4.50% = 8.30%) as opposed to my risk premiums of
12 4.50 percent and 6.40 percent based on a geometric and arithmetic mean
13 respectively.
14
15 | Q. Please compare the differences in the risk free rates that you and Dr.
16 Avera relied on.
17 | A Dr. Avera’s risk free rate is 4.50 percent as opposed to my risk free rate of
18 0.97 percent. As | noted earlier in my testimony, | believe a 5-year
19 treasury instrument is more appropriate since Arizona utilities generally
‘ 20 apply for rates every three to five years on average. Dr. Avera’s chosen
21 30-year Treasury bond instrument is currently yielding 3.01 percent
22 (Attachment C).
| 23
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Q.

Did Dr. Avera use the same Value Line betas that you used in your
CAPM analysis?

Yes. However, Dr. Avera’s utility sample had an average Value Line beta
of 0.74 as opposed to my average Value Line beta of 0.75 (using a
sample that excluded Pinnacle West Capital Corporation). Dr. Avera’s

beta for unregulated industrials was 0.71.

What is the beta of Pinnacle West Capital Corporation, the parent of
APS?

Pinnacle West Capital Corporation has a Value Line beta of 0.70 which is
lower than Dr. Avera’s average utility sample beta of 0.74 and my average
beta of 0.75. This indicates that APS’ parent company is not as risky as

the average of our respective sample electric utilities.

How did Dr. Avera arrive at his final 11.00 percent cost of equity
capital for APS?

Dr. Avera’s final cost of equity estimate of 11.00 percent falls within the
9.50 percent to 12.50 percent range of results obtained from his DCF and
CAPM models using two sample groups comprised of regulated electric

utilities and unregulated industrials.
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Q. Does your silence on any of the issues, matters or findings

addressed in the testimony of Dr. Avera or any other witness for APS

constitute your acceptance of their positions on such issues,

matters or findings?

A. No, it does not.

Q. Does this conclude your testimony on APS?

Yes, it does.
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Appendix 1

Qualifications of William A. Rigsby, CRRA

EDUCATION: University of Phoenix
Master of Business Administration, Emphasis in Accounting, 1993

Arizona State University
College of Business
Bachelor of Science, Finance, 1990

Mesa Community College
i Associate of Applied Science, Banking and Finance, 1986

Society of Utility and Regulatory Financial Analysts

38th Annual Financial Forum and CRRA Examination
Georgetown University Conference Center, Washington D.C.
Awarded the Certified Rate of Return Analyst designation
after successfully completing SURFA’s CRRA examination.

Michigan State University
Institute of Public Utilities
N.A.R.U.C. Annual Regulatory Studies Program, 1997 &1999

Fiorida State University
Center for Professional Development & Public Service
N.A.R.U.C. Annual Western Utility Rate School, 1996

EXPERIENCE: Pubiic Utilities Analyst V
Residential Utility Consumer Office
Phoenix, Arizona
April 2001 — Present

Senior Rate Analyst

Accounting & Rates - Financial Analysis Unit
Arizona Corporation Commission, Utilities Division
Phoenix, Arizona

July 1999 — April 2001

Senior Rate Analyst

Residential Utility Consumer Office
Phoenix, Arizona

December 1997 — July 1999

Utilities Auditor 1l and i

Accounting & Rates — Revenue Requirements Analysis Unit
Arizona Corporation Commission, Utilities Division

Phoenix, Arizona

October 1994 — November 1997

Tax Examiner Technician | / Revenue Auditor il

Arizona Department of Revenue

Transaction Privilege / Corporate Income Tax Audit Units
Phoenix, Arizona

July 1991 — October 1994




Appendix 1

RESUME OF RATE CASE AND REGULATORY PARTICIPATION

Utility Company

ICR Water Users Association
Rincon Water Company

Ash Fork Development
Association, Inc.

Parker Lakeview Estates
Homeowners Association, inc.

Mirabell Water Company, Inc.

Bonita Creek Land and
Homeowner's Association

Pineview Land &
Water Company

Pineview Land &
Water Company

Montezuma Estates
Property Owners Association

Houghland Water Company

Sunrise Vistas Utilities
Company — Water Division

Sunrise Vistas Utilities
Company — Sewer Division

Holiday Enterprises, Inc.
dba Holiday Water Company

Gardener Water Company

Cienega Water Company

Rincon Water Company

Docket No.
U-2824-94-389

U-1723-85-122

E-1004-95-124

U-1853-95-328

U-2368-95-449

U-2195-95-494

U-1676-96-161

U-1676-96-352

U-2064-96-465

U-2338-96-603 et al

U-2625-97-074

U-2625-97-075

U-1896-97-302

U-2373-97-499

W-2034-97-473

W-1723-97-414

Type of Proceeding

Original CC&N

Rate Increase

Rate Increase

Rate Increase

Rate Increase

Rate Increase

Rate Increase

Financing

Rate Increase

Rate Increase

Rate Increase

Rate Increase

Rate Increase
Rate Increase
Rate Increase

Financing/Auth.
To Issue Stock

Vail Water Company W-01651A-97-0539 et al Rate Increase

Bermuda Water Company, Inc. W-01812A-98-0390 Rate Increase

Bella Vista Water Company W-02465A-98-0458 Rate Increase

SW-02199A-98-0578 Rate Increase

Pima Utility Company
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RESUME OF RATE CASE AND REGULATORY PARTICIPATION (Cont.)

Utility Company

Pineview Water Company
I.M. Water Company, Inc.
Marana Water Service, Inc.
Tonto Hills Utility Company

New Life Trust, Inc.
dba Dateland Utilities

GTE California, Inc.

Citizens Utilities Rural Company, Inc.

MCO Properties, Inc.

American States Water Company
Arizona-American Water Company
Arizona Electric Power Cooperative
360networks (USA) Inc.

Beardsley Water Company, Inc.

Mirabell Water Company

Rio Verde Utilities, inc.

Arizona Water Company

Loma Linda Estates, Inc.
Arizona Water Company
Mountain Pass Utility Company
Picacho Sewer Company
Picacho Water Company
Ridgeview Utility Company
Green Valley Water Company

Bella Vista Water Company

Arizona Water Company

Docket No.

W-01676A-99-0261
W-02191A-99-0415
W-01493A-99-0398

W-02483A-99-0558

W-03537A-99-0530
T-01954B-99-0511
T-01846B-99-0511
W-02113A-00-0233
W-02113A-00-0233
W-01303A-00-0327
E-01773A-00-0227
T-03777A-00-0575
W-02074A-00-0482

W-02368A-00-0461

WS-02156A-00-0321 et al
W-01445A-00-0749
W-02211A-00-0975
W-01445A-00-0962
SW-03841A-01-0166
SW-03709A-01-0165
W-03528A-01-0169
W-03861A-01-0167
W-02025A-01-0559
W-02465A-01-0776

W-01445A-02-0619

Type of Proceeding

WIFA Financing
Financing
WIFA Financing

WIFA Financing

Financing

Sale of Assets
Sale of Assets
Reorganization
Reorganization
Financing
Financing
Financing
WIFA Financing
WIFA Financing

Rate Increase/
Financing

Financing
Rate Increase
Rate Increase
Financing
Financing
Financing
Financing
Rate Increase
Rate Increase

Rate Increase
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RESUME OF RATE CASE AND REGULATORY PARTICIPATION (Cont.)

Utility Company

Arizona-American Water Company
Arizona Public Service Company
Rio Rico Utilities, Inc.

Qwest Corporation

Chaparral City Water Combany
Arizona Water Company

Tucson Electric Power

Southwest Gas Corporation
Arizona-American Water Company
Black Mountain Sewer Corporation
Far West Water & Sewer Company
Gold Canyon Sewer Company
Arizona Public Service Company
Arizona-American Water Company
Arizona-American Water Company
Arizona-American Water Company
UNS Gas, Inc.

Arizona-American Water Company
UNS Electric, Inc.
Arizona-American Water Company
Tucson Electric Power

Southwest Gas Corporation
Chaparral City Water Company
Arizona Public Service Company
Johnson Utilities, LLC

Arizona-American Water Company

Docket No.

W-01303A-02-0867 et al.

E-01345A-03-0437
WS-02676A-03-0434
T-01051B-03-0454
W-02113A-04-0616
W-01445A-04-0650
E-01933A-04-0408
G-01551A-04-0876
W-01303A-05-0405
SW-02361A-05-0657
WS-03478A-05-0801
SW-02519A-06-0015
E-01345A-05-0816
W-01303A-05-0718
W-01303A-05-0405
W-01303A-06-0014
G-04204A-06-0463
WS-01303A-06-0491
E-04204A-06-0783
W-01303A-07-0209
E-01933A-07-0402
G-01551A-07-0504
W-02113A-07-0551
E-01345A-08-0172

WS-02987A-08-0180

W-01303A-08-0227 et al.

Type of Proceeding

Rate Increase
Rate Increase
Rate Increase
Renewed Price Cap
Rate Increase
Rate Increase
Rate Review
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Transaction Approval
ACRM Filing
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase

Rate Increase
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RESUME OF RATE CASE AND REGULATORY PARTICIPATION (Cont.)

Utility Company
UNS Gas, Inc.

Arizona Water Company

Far West Water & Sewer Company
Black Mountain Sewer Corporation
Global Utilities

Litchfield Park Service Company
UNS Electric, Inc.

Rio Rico Utilities, inc.
Arizona-American Water Company
Bella Vista Water Company
Chaparral City Water Company
Qwest Communications International
Qwest Communications International
CenturyLink, Inc.

Southwest Gas Corporation
Arizona-American Water Company
Arizona-American Water Company

Bermuda Water Company, Inc.

UNS Gas, Inc.

Docket No.
G-04204A-08-0571
W-01445A-08-0440
WS-03478A-08-0608
SW-02361A-08-0609
SW-02445A-09-0077 et al.
SW-01428A-09-0104 et al.
E-04204A-09-0206
WS—02676A-Q8-09—0257
W-01303A-09-0343
W-02465A-09-0411 et al.
W-02113A-10-0309
T-04190A-10-0194 et al.
T-04190A-10-0194 et al.
T-04190A-10-0194 et al.
G-01551A-10-0458
W-01303A-10-0448
W-01303A-11-0101
W-01812A-10-0521

G-04204A-11-0158

Type of Proceeding

Rate Increase
Rate Increase
Interim Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Rate Increase
Reorganization
Merger

Merger

Merger

Rate Increase
Rate Increase
Reorganization
Rate Increase

Rate Increase
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November 4, 2011

ELECTRIC UTILITY (WEST) INDUSTRY 2236

All of the major electric utilities located in the
western region of the United States are reviewed
in this Issue; eastern electrics, in Issue 1; and the
remaining utilities, in Issue 5.

In this Issue, we present our rankings of regula-
tory climates. We have made one change from the
previous table, and some other rankings bear
watching.

Electric utility stocks are known for their rela-
tive outperformance when the broader market
averages are down, and 2011 has illustrated this.

Ranking The Regulators

Occasionally, we show a list of each state’s regulatory
climate, plus that of the District of Columbia and the
Federal Energy Regulatory Commission (FERC). Even
in states that have undergone partial deregulation of the
electric industry, the distribution function is still under
the oversight of the regulatory commission. So, this is
relevant for every electric utility equity under our cov-
erage. This has become even more important in recent
years because rate applications are on the rise. Some
companies, such as Great Plains Energy and Duke
Energy, have completed or are building large capital
projects that need to be placed in the rate base. Others,
such as Avista Energy and Ameren, are filing more
frequently in order to reduce the effects of regulatory lag
(i.e., rising costs that aren’t reflected in customers’
rates).

It is important to understand that our rankings don't
just look at regulatory commissions. Other aspects of
government, such as the governor, attorney general,
legislature, and courts are also considered.

The following listing excludes Alaska, Maine, Ne-
braska, Rhode Island, Tennessee, and Utah. This is
either because there is little or no presence of investor-
owned electric companies or because the state’s investor-
owned electric utilities are subsidiaries of foreign com-
panies that we do not cover.

» Above Average: Alabama, Colorade, Idaho, Indiana,
Massachusetts, Ohio, South Carolina, South Dakota,
Wisconsin, FERC.

e Average: Arizona, California, Delaware, District of
Columbia, Florida, Georgia, Hawaii, Iowa, Kansas, Ken-
tucky, Louisiana, Michigan, Minnesota, Mississippi,
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Missouri, Montana, Nevada, New Hampshire, New Jer-
sey, New Mexico, North Carolina, North Dakota, Okla-
homa, Pennsylvania, Texas, Virginia, Washington, Wyo-
ming.

» Below Average: Arkansas, Connecticut, Illinois, Mary-
land, New York, Oregon, Vermont, West Virginia.

We have raised South Carolina from Average to Above
Average. The state’s Base Load Review Act enables
utilities to recover construction work in progress for
base-load generating facilities. Without this law, SCA-
NA’s electric utility subsidiary, South Carolina Electric
& Gas, would net be building two nuclear units. We are
also considering raising Oregon’s regulatory climate to
Average. The state government took a positive step
earlier this year when it rescinded a tax law that was
unique to utilities in the state.

We have not lowered any rankings, but are looking at
Massachusetts and FERC. In Massachusetts, the pro-
posed merger between NSTAR and Northeast Utilities
has become highly politicized. If the deal fails to win
regulatory approval, we will probably lower the regula-
tory climate a notch. For several years, FERC has
granted very healthy returns on equity for transmission
investment in order to encourage utilities to boost their
spending on electric transmission. However, the ques-
tion has been raised (by the payers of transmission
rates) of whether the incentives are too generous. We
won't consider cutting FERC’s ranking unless it starts
cutting the allowed ROEs for transmission. This is of
special concern to ITC Holdings, the sole publicly traded
transmission-only utility.

Conclusion
Electric utility stocks are known for outperforming the
broader market averages in a down market. So far in
2011, this has proven to be the case. The Value Line
Geometric Average is down 12% this year, while the
Value Line Utility Average is up 2%. When dividends are
considered, the relative outperformance of this group is
even greater. This had made the equities in this industry
relatively less attractive, however. In fact, some issues,
such as Pinnacle West, are trading around the middle of
their 2014-2016 Target Price Range. For a utility stock,
this is often a sign that it has become overvalued.
Paul E. Debbas, CFA

Composite Statistics: ELECTRIC UTILITY INDUSTRY

2007 | 2008 | 2009 | 2010 2011 | 2012 14-16
3416 | 3636 321.0| 3292 320 335 | Revenues ($hill) 385
74| 277( 217 304 28.0| 31.0| Net Profit ($hilf} 370
33.4% | 33.5% | 32.2% | 34.2% | 34.0% | 34.5% | Income Tax Rate 34.5%
63% | 78%| 9.2%| 85%| 7.0%| 7.0%|AFUDC % to Net Profit 6.0%
50,9% | 53.6% | 52.4% | 52.2% | 51.0% | 50.5% | Long-Term Debt Ratio 50.0%
48.0% | 454% | 46.6% | 47.0% | 48.5% | 49.0% | C Equity Ratio 49.5%
4678 | 514.0 5841} 5857 575 605 | Total Capital ($bill) 695
5055 | 554.4 | 5045 640.1 640 680 | Net Plant {$bill) 780
75% | 6.9%| 65%] 6.6%| 6.5%| 65%| Retum onTotal Cap’l 7.0%
11.9% | 11.6% | 105% { 10.7% | 10.0% | 10.0% | Return on Shr. Equity 10.5%
124% | 11.8% | 10.6% | 10.8% | 10.0% | 10.0% | Return on Com Equity 10.5%
55% | 49% | 42%| 45%| 4.0%| 4.0% | Retained to Com Eq 4.5%
55% | 58% | 61%| 59% | 60% | 61% | All Divds to Net Prof 59%
169 ] 154 1251 129 Boid fivures are Avg Ann'l PIE Ratio 13.5
90 93 83 .82 Valfe Line | Relative PJE Ratio .90
32% | 38% | 48%| 4.5% Avg Ann’l Div'd Yield 4.3%

COMPOSITE OPERATING STATISTICS: ELECTRIC UTILITY INDUSTRY
2008 2009 2010
% Change Retail Sales (kwh) -1.1 54 +3.6
Average Indust. Use (mwh) 1529 1446 1530
Avg. Indust. Revs. per kwh (¢) 6.66 6.46 6.56
Capacity at Peak (mw) NA NA NA
Peak Load, Summer (mw) NA NA NA
Annual Load Factor (%) NA NA NA
% Change Customers (yr.-end) +.1 -2 +1.6
Fixed Charge Coverage (%) 31 280 305
Sources: Annual Reports; Estimates, Value Line; Edison Electric Institute
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september 23,2011 ELECTRIC UTILITY (CENTRAL) INDUSTRY 901

All of the major electric utilities located in the
central region of the United States are reviewed in
this Issue; eastern electrics, in Issue 1; and the
remaining utilities, in Issue 11.

Last month, the Edison Electric Institute spoke
about various issues that the electric utility indus-
try is facing. We discuss the industry’s concerns.

We note the ways in which the weather has
affected electric utilities so far this year.

Electric utility stocks have outperformed the
broader market averages, and have been less vola-
tile, during the market turmoil of the past several
weeks.

What’s On EET's Mind

The Edison Electric Institute (EEI), an industry group
representing investor-owned electric utilities, made a
presentation to security analysts last month. It is prob-
ably not surprising that the industry is facing issues
such as more stringent rules from the U.S. Environmen-
tal Protection Agency. On the other hand, investors
might be surprised to learn that the Dodd-Frank law,
which is targeted for commercial banks, might wind up
affecting utilities, too.

Capital spending is increasing. The expenditures of
investor-owned electric utilities are projected at over $80
billion a year from 2011 through 2015. (As recently as in
2005, this figure was below $50 billion.) Over the next 20
years, EEI projects that the industry will spend $1.5
trillion-$2.0 trillion on infrastructure, some $200 billion
of which will be used to address environmental issues.

This increase is occurring even though the industry is
no longer seeing the demand growth that it did not too
long ago. The ongoing sluggishness of the economy is one
factor. Conservation measures and the increased energy
efficiency of appliances are another. What's more, as
electric rates are raised to recover higher expenses and
place capital projects in the rate base, some price elas-
ticity is evident.

The Dodd-Frank Act, which was enacted in 2010,
might also wind up affecting utilities, which trade in
power and gas. Many rules will be finalized in 2012 by
the U.S. Commodity Futures Trading Commission.
Among these are the rules for swaps and swap dealers.
If utilities are treated as “dealers,” this would cause
compliance burdens for the industry. EEI is asking for
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an end-user exemption that would prevent utilities from
having to post margin requirements for transactions.

In July, the Federal Energy Regulatory Commission
(FERC) issued a rule concerning electric transmission.
Planning and cost allocation have been thorny issues for
a while. FERC is trying to encourage competition for
transmission projects, although the incumbent utilities
will still have the right of first refusal for certain
projects. Regional transmission organizations will have
to apply the new rules. This is of particular interest for
ITC Holdings, the sole publicly traded transmission-
only utility.

Weather Impacts

The weather always affects electric utilities, but this
year has seen some more significant impacts than usual.
Hurricane Irene caused power outages for millions of
customers, and hurricane season is not yet over. Most
notably, the service territory of Empire District Electric
was devastated by a tornado that hit Joplin, Missouri in
May. Initially, the loss of load didn’t hurt results much
(due in part to hotter-than-normal summer weather),
but that’s not to say that there won't eventually be any
impact.

Many parts of the United States experienced summer
weather conditions that were much hotter than normal.
Earnings at OGE Energy, the parent company of Okla-
homa Gas and Electric, will benefit from favorable
weather patterns in 2011. Other utilities are likely to
post strong third-quarter profits, too.

Flooding in the Midwest will prevent Kansas City
Power & Light, the largest subsidiary of Great Plains
Energy, from receiving as much coal as usual. Thus, the
utility will have to use more-costly sources of power (and
doesn't have a fuel adjustment mechanism in Missouri).
This will hurt its profits in the second half of 2011.
Conclusion

Electric utility stocks have long been known for their
defensive characteristics, and this has been evident of
late. When the market experienced wide day-to-day
swings in August, utility stocks weren't as volatile as the
overall market. So far in 2011, the Value Line Utility
Average is relatively unchanged, while the Value Line
Composite Average has decreased 14%. Most electric
utility stocks offer attractive dividend yields, but we
caution investors that many are trading within their
2014-2016 Target Price Range.

Paul E. Debbas, CFA

Composite Statistics: Electric Utility Industry
2007 | 2008 | 2009 | 2010 2011 | 2012 14-16
3416 | 3636 321.0| 3282 320 335 | Revenues {§bill) 385
274 217 217 30.1 29.0 31.0 | Net Profit {$bill) 37.0
331% | 33.5% | 32.2% | 34.2% | 34.0%| 34.5% | Income Tax Rate 34.5%
63%| 7.8% | 92%!| 87%| 7.0%| 7.0%! AFUDC % to Net Profit 6.0%
50.9% | 53.6% | 524% | 52.2% | 51.0% ] 50.5% | Long-Term Debt Ratio 50.0%
4B.0% | 45.4% | 46.6% | 47.0% | 48.5% | 49.0% | Common Equity Ratio 49.5%
4678 | 5140 | 5541 | 5857 575 605 | Total Capital ($bili) 695
505.5 | 5544 | 5%4.5| 6401 640 680 | Net Plant ($hill) 780
75% | 68% | 65%| 66%) 65%! 6.5%| Return on Total Cap'l 1.0%
11.9% | 11.6% | 10.5% | 10.7% | 10.0% | 10.0% | Return on Shr. Equity 10.5%
121% | 11.8% | 10.8% | 10.8% | 10.0% | 10.0% | Return on Com Equity 10.5%
55% | 4.9% | 4.2% | 45%| 4.0% 4.0% | Retainedto Com Eq 4.5%
55% 58% 61% 59% 61% 62% | All Div'ds to Net Prof 58%
16.9 154 12.5 12.9 Avg Ann’l PIE Ratio 13.5
Bold figures are . .

90 93 83 83 Valup Line | Relative PIE Ratio .90
6.3% | 3.8% | 48%| 4.5% estimates | ayg Ann'l Divd Yield 4.3%
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August 26, 2011

ELECTRIC UTILITY (EAST) INDUSTRY 137

All the major utilities in the eastern region of
the U.S. are reviewed in this Issue. Those serving
the central region will be found in Issue 5. All of
the western providers are covered in Issue 11.

Needless to say, it's been a tumultuous couple of
months for equity market investors. A slew of
mixed economic and political data has sent stocks
on a roller coaster ride, including a series of 300+
point swings on the Dow Jones Industrial Average
in early August. During these volatile times, inves-
tors tend to seek out safe havens for their money,
which as far as equities are concerned, usually
leads them to the utility sector. The industry’s
relative stability has been highlighted consider-
ably over the past twelve months. Year-to-date, the
Value Line Utility Average has remained relatively
flat, rising a modest .3%, while the Value Line
Geometric Average is down 12.1%.

In this report, we touch on pending merger &
acquisition activity among Issue 1 utilities. We
also point out some attractive dividend plays for
investors seeking income.

Merger/Acquisition Updates

Progress/Duke: Duke Energy’s $14 billion buyout of
rival Progress Energy remains scheduled for a late-2011
completion. The combination recently gained regulatory
approval in Kentucky but still needs clearance from the
commissions in North Carolina and South Carolina.
Shareholder votes for both companies were to be held
shortly after this issue went to press. As mentioned in
previous reports, a successful completion would create
the largest electric utility in the United States based on
customers served (about 7.1 million).
Northeast/NSTAR: Northeast Utilities $4.5 billion ac-
quisition of NSTAR appears to be hitting a few speed
bumps. Although each company’s shareholders and the
Federal Energy Regulatory Commission have approved
the deal, gaining state approvals appears to be a bit
more challenging. Political opposition has raised con-
cerns in Massachusetts, while uncertainty regarding
jurisdiction issues in Connecticut has done the same.
Even with all of this, the companies remain optimistic
that the deal will be completed sometime during the
fourth quarter of 2011.

Exelon/Constellation: Exelon Corp’s $7.9 billion bid to

Composite Statistics: Electric Utility Industry

2007 | 2008 | 2009 | 2010 | 2011 | 2012 14-16
3416 | 3636 | 3210 328.2 320 335 | Revenues ($bill) 385
214 217 217 30.1 29.0 31.0 | Net Profit ($bill) 37.0
331% | 335% | 32.2% | 34.2% | 34.5% | 34.5% | Income Tax Rate 34.5%
6.3% | 78% | 92% | 85%| 7.0%| 7.0%]AFUDC % to Net Profit 6.0%
50.9% | 53.6% | 52.4% | 52.2% | 51.0% | 50.5% | Long-Term Debt Ratio 50.0%
48.0% | 454% | 46.6% | 47.0% | 48.5% | 49.0% | Common Equity Ratio 49.5%
4678 | 514.0 | 554.1 | 5857 575 605 | Total Capital ($biff) 695
5055 | 5544 5945 5401 640 680 | Net Plant {$hill) 780
75% | 6.8% ) 65%| 66%| 6.5%| 65% | ReturnonTotal Cap'l 7.0%
11.9% | 11.6% | 10.5% | 10.7% | 10.0% | 10.0% | Return on Shr. Equity 10.5%
124% | 11.8% | 10.6% | 10.8% | 10.0% | 10.0% | Return on Com Equity 10.5%
55% | 49% | 42%| 45%| 4.0% 4.0% | Retained to Com Eq 4.5%
55% | 58% 1 #61% 58% 62% | 61% | All Div'ids to Net Prof 58%
16.9 15.4 125 12.8 Bold Fgures are Avg Ann’l P/E Ratio 13.5
.90 83 .83 82 Value Line Relative P/E Ratio .80
32% | 38%| 48%| 45% Avg Ann’l Div'd Yield 4.3%

INDUSTRY TIMELINESS: 38 (of 98)

acquire Constellation Energy is currently pending. The
deal must still be approved by each company’s respective
shareholders, the Federal Energy Regulatory Commis-
sion, the Nuclear Regulatory Commission, as well as
state regulators in Maryland and New York. However,
the situation in Maryland has become somewhat worri-
some in the early stages, as intervenors are asking for
much larger concessions than Exelon has agreed to
provide. Despite this, the companies are still targeting
an early-2012 completion.

Central Vermont/Gaz Metro: Central Vermont has
entered into a definitive agreement to be acquired by
Canadian-based Gaz Metro Limited for $35.25 a share,
terminating its previous $35.10-a-share agreement with
Fortis Inc. The offer from Gaz Metro represented a 45%
premium over CV's closing price prior to the announce-
ment with Fortis. The deal is still subject to regulatory
and shareholder approvals.

Dividends

At present, stocks in the Electric Utility industry are
yielding 4.4% on average, well above the Value Line
Investment Survey average (2.3%). Income-oriented in-
vestors should have little trouble finding attractive
options within the group. In Issue 1, several are cur-
rently returning over 5% annually: Pepco Holdings
(5.7%), Duke Energy (5.5%), Progress Energy (5.3%), UIL
Holdings (5.3%), FirstEnergy (5.2%), PPL Corp. (5.2%),
and SCANA Corp. (5.1%).

Conclusion

As mentioned earlier, the Value Line Utility Average
continues to outperform the Value Line Geometric Aver-
age year to date. Due to the weakened economic envi-
ronment, we believe investors will likely continue to
flock to utility stocks in the near term for their relative
stability and high dividend yields. That said, it is worth
mentioning that the utility industry’s positive perfor-
mance relative to the broader market has raised prices
so much that several stocks are not trading within or
near their projected 3- to 5-year Target Price Ranges.
This often indicates that valuations may be a bit on the
high side.

Michael Ratty

COMPOSITE OPERATING STATISTICS: ELECTRIC UTILITY INDUSTRY

2008 2009 2010
% Change Retail Sales (kwh) -1.1 -54 +3.6
Average indust. Use (mwh) 1528 1446 1530
Avg. Indust. Revs, per kwh (¢) 6.66 6.46 6.56
Regulated Cap. at Peak (mw) NA NA NA
Peak Load, Summer {mw) NA NA NA
Annual Load Factor (%) NA NA NA
% Change Customers (yr.-end) +1 -2 +1.6
Fixed Charge Coverage (%) 311 280 305
Sources: Annual Reports; Estimates, Value Line; Edison Electric Institute
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616,323 shs. 4.00% to 6.625%, $100 par,
redeemable at $100-$104/sh.

Common Stock 241,148,657 shs.

as of 4/29/11

MARKET CAP: $7.1 billion {Large Cap)
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402010 fQaofl 20201 - STOCK INDEX
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to Selt 151 177 152§ {raded 5 o NN TR i 1 I 3yr.  -134 268 |
Hid's(o00} 137716 141870 141320 [l AR TR S edttd i Sy. 248 334
1995 [ 1996 | 1997 [ 1998 | 1999 | 2000 | 2001 2004 | 2005 | 2006 | 2007 | 2008 | 2009 {2010 | 2011 [2012 | ©VALUE LINE PUB.LLC[14-16
2059 | 2213 2424 | 24.18| 2568 28.10| 3264 | 24.93 | 2820 | 2643 | 3342 | 33.30 | 3623 | 3692 | 20.87| 3177 | 31.45| 31.15 [Revenues persh 32.50
514| 512 49| 53| 53| 611| 633] 528| 620| 557! ef0] 602| 676 644 | 6.06| 633| 600| 6.10|“CashFlow” persh 6.50
295| 286| 244 282| 281| 333| 341{ 266| 344| 282| 313 266 | 298| 288 | 278| 277| 240| 2.40 |Eamingspersh A 2.50
246| 251 254] 254| 254| 254 254| 254| 254| 254 254 254| 254 254| 154| 154| 154| 154 |Div'dDecPdpersh Bmi| 154
3057 318] 277 237| 46| 677] 789| 51| 419 43| 463 | 499 696 975| 7151| 466| 480] 5.25|Cap|Spending persh 575
2711 23.06] 22.00| 2227| 2252| 2330 2426 | 24.93| 2673 | 2074 | 31.09 | 31.86 | 3241 | 32.80 | 33.08| 3245| 3265 33.45 |Book Value persh © 36.00
10212 | 10212 | 137.22 | 137.22 | 137.22 | 137.22] 138.05 | 154.10 | 162.90 | 195.20 | 204.70 | 206,60 | 208.30 | 212,30 | 237.40 | 240.40 | 244.00 | 247.00 | Common Shs Outstg O | 256.00
1261 138] 55| 142| 135] 110] 121| 168| 135 163| 167 | 194| 174 | 142| 93| 9.7 | Boidfighres are |AvgAnn'l PIE Ratio 125
84! 86| 8o] 74| | 72 62| 86| 7| 6| 83| 105 92| 85| 62| 62| VewelLine |Relative PIE Ratio 85
66% | 63%| 67%| 63%| 67%| 69% | 62% | 61% | 6.0% | 55% | 4.9% | 49% | 49% | 62% | 60% | 58%| ™= |AvgAnn'l Divid Yield 5.0%
CAPITAL STRUCTURE as of 6/36/11 4505.9 | 3841.0 | 4593.0 | 5160.0 | 6780.0 [ 6880.0 | 7546.0 | 7839.0 | 7090.0 | 7638.0 | 7600 | 7700 |Revenues ($mill) 8300
Total Debt $7396.0 mill. Due in 5 Yrs $1538.0 mill. | 4g1.0 | 393.0 | 517.0 | 541.0 | 628.0 | 547.0 | 6290 | 6150 | 6240 6680 | 590 | 600 |Net Profit ($mill 650
(LLTT?::;'WS;‘L?F-’S’&;"_"; 1X)LT‘“‘”95' $455.0mil.  T3g 29T 38.9% | 36.8% | 34.3% | 356% | 327% | 335% | 33.7% | 3A1% | 3.8% | 37.0% | 37.0% [Income Tax Raie 37.0%
Leases, Uncapitalized Annual rentals $39.0 mil, 43% | 28% | 19% | 18% | 28% | 7% | 8% | 46% | 58%| 7.8% | 6.0%| 6.0% |AFUDC %toNetProfit | 7.0%
Pension Assets-12/10 $2.72 bill. Oblig. $3.45 bilt. | 44.2% | 46.0% | 47.3% | 45.5% | 44.9% | 43.8% | 45.0% | 47.8% | 49.7% | 48.2% | 47.0% | 46.0% |Long-Term Debt Ratio 45.5%
Pfd Stock $142.0 mill. Pfd Div'd $8.0 mill. 52.2% | 514% | 50.6% | 52.6% | 53.3% | 54.6% | 534% | 50.8% | 49.1% | 50.9% | 52.5% | 53.0% |Common Equity Ratio | 53.5%
807,595 shs. $3.50 to $5.50 cum. (no par), $100 {64193 7468.0 | 8606.0 | 11035 | 11932 | 12063 | 12654 | 13712 | 15891 | 15185 | 15250 | 15650 |Total Capital (Smill 17200
stated value, redeemable at $102.176-5110/sh., | g4055 | 8914.0 | 10917 | 13207 | 13572 | 14286 | 15060 | 16567 | 17610 | 17853 | 18125 | 18525 |Net Plant (smifl 19800

87% | 65% | 74% | 6.0% | 85% | 57% | 62% | 57%
134% | 87% | 114% | 90% | 95% | 8.1% | 9.0% | 856%
14.0% | 9.9% | 11.6% | 91% ! 87% | 81% | 82% | 87%

53% | 60% | 55%| 5.5% |Return on Total Cap'l 5.5%
78% | 85% | 7.0% | 7.0% {Return on Shr. Equity 7.0%
78% | 86% | 7.0% | 7.0% |Returnon Com Equity E| 7.0%

ELECTRIC OPERATING STATISTICS
2008 0!

36% | 2% | 22% | 9% | 17% | 2% | 13% | 1.0%
T5% | 98% | 81% | 91% | 83% | 97% | 86% | 88%

35% | 3.8% | 25%| 2.5% {Retained to Com Eq 2.5%
56% | 56% | 64% | 65% |All Div'ds to Net Prof 61%

BUSINESS: Ameren Corp. is a holding company formed through
the merger of Union Electric and CIPSCO. Acquired CILCORP
1/03; lllinois Power 10/04. Has 1.2 million electric and 127,000 gas
customers in Missouri; 1.2 million electric and 811,000 gas custom-
ers in Winois. Electric revenue breakdown: residential, 48%; com-
mercial, 31%; industrial, 10%; other, 11%. Generating sources:

coal, 66%; nuclear, 9%; hydro, 2%; gas, 1%; purchased, 22%. Fuel
costs: 41% of revenues. "10 reported depreciation rates: 3%-4%.
Has 9,800 employees. Chairman, President & CEQ: Thomas R.
Voss. Incorporated: Missouri. Address: One Ameren Plaza, 1901
Chouteaur Avenue, P.O. Box 66149, St. Louis, Missouri 63166-
6149. Tel.: 314-621-3222, intemet: www.ameren.com.

2009 2010
% Change Retal Sales (KWH) -1.6 4.1 485
Hvg. Indust. Use (MWH NA NA NA
Avg. Indust. Revs, per KWH (¢) 443 445 463
Capaity 2 Peak (Mw NA NA NA
Peak Load, Summer ‘ ) NA NA NA
Annuaf Load Factor (% NA NA NA
% Change Customers (yr-end) NA NA NA
Fixed Charge Cov. '} 206 266 293
ANNUAL RATES Past Past Est'd’08-'10

of change (persh) 10 Yrs. 5Yrs. to 1416
Revenues 2.5% 2.5% Nit
“Cash Flow” 1.0% 1.0% .5%
Eamings -5%  -1.5% -2.0%
Dividends -3.0% -6.0% -3.0%
Book Value 3.5% 2.5% 1.5%
Cal- QUARTERLY REVENUES ($ mill.} Full
endar |Mar31 Jun.30 Sep.30 Dec.31| Year
2008 | 2081 1790 2060 1908 |7839.0
2009 | 1916 1684 1815 1675 |7090.0
2010 | 1940 1725 2267 1706 |7638.0
2011 [ 1904 1781 2150 1765 | 7600
2012 | 1950 1800 2150 1800 | 7700
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun30 Sep.30 Dec.31| Year
2008 .66 98 97 27 2.88
2009 .66 a7 104 34 1 2718
2010 43 B4 149 21 2.77
2011 .29 57 1.4 .30 240
2012 40 60 110 30| 240
Cal- | QUARTERLY DIVIDENDS PADB=t | Fypl
endar |Mar.31 Jun.30 Sep.30 Dec.3f| Year
2007 | 635 B35 635 635 2.54
2008 | B35 B35 .35 635 254
2009 | 385 385 385 385 1.54
2010 | 385 385 385 385 154
211 | 385 385

Ameren has received an electric rate
increase in Missouri. The state commis-
sion granted the utility a tariff hike of
$173 million, based on a 10.2% return on a
52.2% common-equity ratio. Disappoint-
ingly, $89 million of capital investment
was disallowed. Ameren has appealed this
to the state Court of Appeals. (This will
cause a nonrecurring charge, estimated at
$0.23 a share, in the third quarter.) New
rates took effect at the end of July.
Electric and gas rate requests are
pending in Illinois. Ameren is seeking
an electric hike of $39 million, based on an
11% return on equity, and a gas increase
of $50 million, based on a 10.75% ROE.
The requested common-equity ratio is
52.87%. The staff of the Illinois Commerce
Commission (ICC) is recommending a total
(electric and gas) increase of $31 million,
and the state attorney general and Citi-
zens Utility Board are proposing a total
decrease of $2 million. The ICC’s order is
due in January, with new rates taking ef-
fect shortly thereafter.

Earnings are probably headed down
this year. An unusually large number of
storms hurt profits in the first half of

2011. Kilowatt-hour sales were running
lower than expected, until an unusually
hot summer offset this somewhat. Margins
are under pressure at Ameren’s merchant
generation subsidiary, due to weak power
prices and rising coal costs. Qur 2011
share-net estimate of $2.40 is within
Ameren’s guidance of $2.30-$2.55.

We look for flat earnings in 2012. We
figure that improvement at the utility op-
erations (thanks largely to rate relief) will
offset another decline in income at the
nonregulated side of the business.
Ameren has announced its strategy
for dealing with more stringent EPA
rules for coal plants. The company will
reduce its capital budget by $700 million
by switching to lower-sulfur ceal. This will
increase its operating expenses, however.
We do not recommend this stock. The
dividend is above the utility average, but
by less than a percentage point. In our
view, this is not enough to compensate in-
vestors for a lack of dividend growth po-
tential. With the stock trading near the
middle of our 2014-2016 Target Price
Range, total return potential is unexciting.
Paul E. Debbas, CFA  September 23, 2011

(A) Diluted EPS. Excl. nonrecur. gain {losses):

THE PUBLISHER IS NOT RESPONSIBLE

$6.98/sh. (D) In mill. {E} Rate base: Orig. cost

torically paid in late Mar., June, Sept., & Dec, m | deprec. Rate allowed on com. eq. in MO in "10:
‘08, 11¢; 05, (11¢); 10, ($2.19); 3Q '11, (23¢). | Div'd reinvestment plan avail. + Shareholder in- | 10.1%; in 1L in "10: 9.9%-10.3% electric, 8.2%-
'09 EPS don't add due to change in shs. Next | vestment plan avall. (C) Incl. intang. In '10:
eamings report due early Nov. {B) Div'ds his-

9.4% gas; eamed on avg. com. eq., '10: 8.2%.
Regul. Clim.: MO, Average; IL, Below Average.
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Company'’s Financial Strength B++
Stock’s Price Stability 95
Price Growth Persistence 5
Earnings Predictability 90
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American Electric Power acquired Central| 2001 {2002 {2003 | 2004 | 2005 | 2006 {2007 | 2008 | 2009 {2010 | 2011 [2012 | ©VALUELNEPUB.LLC [14-16
and South West Corporation (CSW) inj 19040 | 4296 | 3682 | 3551 | 3076 | 3182 | 3341 | 3556 | 2822 3001 | 3155| 3315 [Revenues persh 39.00
2000. CSW common stockholders received{ 765| 699| 576| 589 | 59| 667 | 680 | 684 | 632| 628| 670| 6.95 “CashFlow” persh 8.00
0.6 of an AEP common share for each of{ 327 | 28| 253| 261| 264 | 28 | 286 | 299 | 297| 260| 35| 3.25 Earningspersh A 375
their shares, for a total of $4.5 billion. The| 240| 240| 165 140| 142| 150 158 | 164 | 64| 171| 184 1.90 Div'd Dectd pershBm 210
transaction was effected under pooling-of-| 569| 508 | 344| 428 o611| 883 | 888 | 98| 619| 507| 575| 6.30 |Cap'l Spending persh 7.00
interests acoounting rules. 2554 | 2085 19.93 | 2132 | 23.08 | 2373 | 2547 | 26.33 | 2749 | 28.33| 29.60) 31.05 |Book Value persh © 36.00
CAPITAL STRUCTURE a5 of 6130711 322,24 | 33884 | 39502 | 30585 | 30372 | 39667 | 40043 | 40607 | 47805 | ABO.AT | 48500 | 489.00 |Common Shs Outsf'g © | 500.00
Total Debt $18274 mill. Due in 5 Yrs $7332 mill. 13.9 12.7 10.7 124 13.7 12.9 16.3 134 10.0 134 | Boid fighres are |Avg Ann'l PIE Ratio 125
LT Debt $155_64 mil. LT Interest $856 mill. K 69 61 .66 13 .70 87 19 87 86 Valure|Line Relative P/E Ratio 85
lﬁllmnst mill siwsngi)ed bonds. 53% | 6.6% | 6.1% | 43% | 39% | 41% | 34% | 42% | 55% | 49% | U7 |Avg Anrl Divd Yield 4.5%
erest earned: J.
61257 | 14555 | 14545 | 14057 | 12111 | 12622 | 13380 | 14440 | 13480 | 14427 | 15300 | 16200 |Revenues ($milf) 19500
Leases, Uncapitalized Annual rentals $306 mill. 1063.0 | 976.0 | 984.0 | 1038.0 | 1036.0 [ 1131.0 | 1147.0 [ 1208.0 | 1365.0 | 1248.0 | 1520 | 1590 |Net Profit ($mill) 1910
36.0% | 25.2% | 38.8% | 33.1% | 20.3% | 33.0% | 31.1% | 31.3% | 29.7% | 34.8% | 35.0% | 35.0% |Income Tax Rate 35.0%
Pension Assets-12110 S386 bl @ e, S48 bl sl ol 3% | 36% | 54% | 99% | 98% | 9.9% | 10.9% | 104% | 11.0% | 11.0% |AFUDC % to NetProfit | 10.0%
Pd Stock $61mil.  PrADIVS3mil | 6% | 56.0% | 60.6% | 56.2% | 548% | 56.7% | 5B3% | 69.1% | S44% | 53.1% | 520% | 51.5% |LongTerm DebtRatio | 43.5%
607,044 shs. 4%-5%, cumulative, caltable at $102- | 44.6% | 43.4% | 38.7% | 43.1% | 44.9% | 43.0% | 41.4% | 40.7% | 454% | 46.7% | 47.5% | 48.5% |Common Equity Ratio 50.5%
$110. 18459 | 16393 | 20333 | 19584 | 20222 | 21902 | 24342 | 26290 | 28958 | 29184 | 30150 | 31450 (Total Capital ($mill) 35800
24543 | 21684 | 22029 | 22801 | 24284 | 26781 | 29870 | 32087 | 34344 | 35674 | 36725 38000 |Net Plant {$mill) 41800
g:':f";fz'gﬁ‘f“ 482,273,829 shs. 75% | 15% | 66% | 7.0% | 66% | 6.7% | 63% | 62% | 62% | 57% | 6.5% | 6.5% |Retum on Total Cap!l 7.0%
12.7% | 13.5% | 12.3% | 12.4% | 11.3% | 11.9% | 11.3% | 11.2% | 10.3% | 9.1% { 10.5% | 10.5% |Return on Shr. Equity 10.5%
MARKET CAP: $18 billion (Large Cap) 12.8% 13.1% 12.4% 123";«; 1‘15,330 123“? 11.4% 1;‘3'30 10.4% | 8.1% | 10.5% | 10.5% |Return :n Com Equity E| 10.5%
34% | 24% | 45% 7% .2% % | 5.1% A% | 4.6% | 31% | 45% | 4.5% |Retainedto ComEq 5.0%
ELECTRIC OPERATING STATISTICS o8 2010 | 4% | 82% | ©64% | 54% | 54% | 53% | 5% | 55% | 56% | 66% | 59%| 58% [ANDivdstoNetProf | 55%
%Chan eRetanISales -1 64 +45 X : : ; 5 e 09 i R 0D
g s, se (K} NA NA NA BUSINESS: Amgncan“i_ilectnc Power Compa}n'y, Inc. (AEP), Holdings (Brmsl') u@ullty? 01; sold S_EEBOARD (British ‘utlhty) 02;
g Indust Revs (m ® 508 4.83 4.05 | through 10 operating utilities, serves about 5.3 million customers in  sold Houston Pipeline '05. Generating sources not available. Fuel
Capacity at Peak NA NA NA | Arkansas, Kentucky, Indiana, Louisiana, Michigan, Ohio, Oklaho-  costs: 35% of revenues. '10 deprec. rate: 3.3%. Has 18,700 em-
Pegklgyad (M) ) NA~ NA  NA | ma, Tennessee, T:xas, Virginia, and West Virginia. Electric reve-  ployees. Chairman & CEO: Miclfael G. Morris, President: Nicholas
QﬂgﬁnL?gqu?ggrer(s% end) Nﬁ “ﬁ “ﬁ nue breakdown: residential, 37%; commercial, 25%; industial, K. Akins. Inc.: New York. Address: 1 Riverside Plaza, Columbus,
¢ 21%; wholesale, 14%; other, 3%. Sold 50% stake in Yorkshire Ohio 43215-2373. Tel.: 614-716-1000. Internet: www.aep.com,
Fite Charge Cov. ) 244 265 257 [ American Electric Power is facing sig- mitigate the adverse effects of customer
ANNUAL RATES Past  Past Estd'08-10| pificant upgrades and asset retire- choice of energy suppliers, which is hurt-
ofchange (persh)  10Y¥rs.  S¥rs.  to'M6 | 1yones stemming from new EPA rules ing owners of generating plants in Ohi
Revenues 5% 20%  4.0% . 8 : 8 8 g P o
“Cash Flow" 10% 20% 35% affecting coal-fired generating plants. Earnlngs should advance significantly
Earnings 25%  20%  45% | In early June, AEP announced its expect- in 2011, followed by a much smaller
Dividends 358%  20%  40% | o4 compliance plan, which called for increase in 2012. The June-quarter com-
Book Value 10% 50% 45% spending $6 billion-$8 billion through the parison was easy because the cost of a re-
Cal- | QUARTERLYREVENUES (smil) | Full | end of the decade. The company would up- structuring program lowered share net by
endar |Mar31 Jun30 Sep30 Dec3t) Year| or5de some plants, retire nearly 6,000 $0.39 in 2010. Ongoing rate relief is anoth-
2008 | 3467 3546 4191 3236 (14440 | megawatts of capacity, convert 1,070 mw er plus for the bottom line. We raised our
2000 | 3458 3202 3547 3282 13489 | ,f coal-fired units to use gas, and construct 2011 profit estimate by $0.05 a share due
2010 | 3563 3360 4064 3434 1427 | | 550 my of gas-fired generation. Most of to an unusually hot summer. Our revised
2011 [3730 3609 4311 3650 |15300 & 8 Y
these expenditures would be recoverable estimate remains within AEP’s earnings
2012 | 3900 3900 4500 A3900 16200 | in customers’ rates, depending upon what target of $3.00-$3.20 a share. Our 2012
Cal- EARNINGS PER SHARE Full 1 happens in Ohio (see below). AEP won't fi- forecast is still $3.25 a share.
endar |Mar31 Jun30 Sep30 Dec3t| Year| ;,1j76 jrs plans until after the EPA issues AEP is expecting a sizable payment in
2008 (102 70 93 34 298| 5 ryle in November dealing with mercury Texas. A state Supreme Court ruling will
gggg ?g gg 1?2 g?l g% emissions. Until the company’s plans are enable the company to recoup $420 million
2011 83 73 414 45 | 315] et our capital spending estimates and that was denied by the state commission
2012 | 90 80 140 45 | 3.25| projections won't reflect the new spending. in 2006. With interest, the payment might
: - - - = AEP has reached a regulatory settle- be more than double this amount. AEP
Cal- | QUARTERLYDVIDENDSPAD®w | Full | ment for generation in Ohio. The plans to use the cash for debt retirement
endar |Mar31 Jun30 Sep.3) Dec.3| Year | ,,orcoment, which has some opposition and  and capital spending.
2007 | 39 39 39 4 1.58 | must still be approved by the Public Utili- This timely stock has some appeal for
;ggg ﬂ ﬂ 21 i} 122 tiet:s Co?missio}r(l,tcalls for ?) grzzlgilgl tragr1 utilit)} in\iesgo_rs. The yjeld is 'ab%vest}ie
. ‘ . ‘ 2| sition to market prices by wi mean for electric companies, as is its 3- to
gg}? 2(15 ig 2(25 46 L1 AEP's generating plants being transferred 5-year total return potential.
’ ; ’ to a nonutility subsidiary. This should Paul E. Debbas, CFA  September 23, 2011

(A} Excl. nonrec. gains (losses). ‘02, ($3.86);
03, (§1.92); '04, 24¢; '05, (62¢): '06, (20¢); ‘07,
(208); ‘08, 40¢; 10, (7¢); U, (10g); gains
(losses) on disc. ops.: 02, (57¢); '03
@ 2011, Value Line Publishin

of it may be reproguced, resold, stored o transmitied in any printed, electronic or other form, or used for generating or marketing any printed of electronic publication, service or proguct.

. (326);
LLC. All rights reserved.

EPS don't add due to change in shs. Next egs.

04, 15¢; ‘05, 7¢; '06, 2¢; ‘08, 3¢; ‘09, (1¢). '08 | plan avail. (C) Incl. intang. in '10: $16.31/sh.
(D) In mill. {E) Rate base: various. Rates al-
due late Oct. (B} Div'ds historically paid early | lowed on com. eq.. 8.96%-15.7%; eamed on
Mar., June, Sept. & Dec. = Div'd reinvestment | avg. com. eq.,
Factual material is obtained from sources believed to be refiable and is provided without warranties of any kind.
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2014-16 PROJECTIONS

TIMELINESS 2 Raised 5/13/11

CENTERPOINT EN’RIGY NYSE-cip |

High: 92| 105| 123 151 16.9] 20.2) 17.3
Low: 5.4 4.4 97) 105| 116 147 8.5

SAFETY

TECHNICAL 2 Raised 8691
BETA .80 (1.00 = Market)

3 raisetans | LEGENDS
0.79 x Dividends p sh

divided by Interest Rate
- Relative Price Srength

Options; Yes
E“haded areas indicale recessions
7 -

]
Ann’l Total

Price  Gain Return

TEMDM

High 25 (+25%; 9%
Low 15 '(25%) -2%

Insider Decisions

Ii = —
T

Options

[+]
toBy O
0
0

coow
coom
ekl
coo >
WNO B
=00 e

D
0
0
0

WO Z

fo Sell

Institutional Decisions
40200 102t 202014

o Sell 159 174 165
Hid's{000) 293850 297873 297292

P 13 18 =4
why 188 151 174 | Shares. 12 1

traded 6

) LRI li.
()

RRI Energy (NYSE: RRI). On J

shareholders of a 19% intere

CenterPoint Energy owns the utility opera-
tions that were part of Reliant Energy. The
stock began trading on the New York Stock
Exchange on Oct. 1, 2002, a day after Reli-
ant Energy spun off its 83% interest in Reli-
ant Resources, which has been renamed

CenterPoint completed the distribution fo its

Genco Holdings, which owns generating as-
sets in Texas. CenterPoint reacquired the
publicly traded stock on Dec. 14, 2004 as
the first step of a sale of Texas Genco.

20014 | 2002 | 2003 [ 2004 {2005 | 2006

2007 | 2008

149 17.0| 204 Target Price Range
87 551 154 2014 | 2015 {2016
40
32
_____ _ SR Ry 71
— Lt 16
n* ||" I e 12
10
8
6
. L4
. - % TOT. RETURN 8/11
THIS  VLARITH
STOCK  INDEX

ty. 416 194
3yr. 487 268
5yr. 774 331

o]
T

3518 | 2640 | 3187 | 27.63 | 3133 | 29.71 | 29.82 | 327
369 | 334 388 25| 272| 347 | 339 342
154 1291 137 81 67| 133] 147 130
150 | 1.07 A0 40 4D 60 .68 73

2009 {2010 {2011 |2012 | SVALUELINEPUB.LLC[14-16
21141 2069 | 1970 | 19.65 |Revenues persh 2075
284 314) 345| 3.60 |“Cash Fiow” persh 4.25
1.01 107 1.20 |  1.20 {Earnings persh B 1.35

16 .78 .79 .80 {Div'd Decl'd persh€m t .90

an. 6, 2003,

678 285| 211 172] 223 321 | 345} 285
224| 474| 575 359 418| 496 | 561] 58

296 355 3.15| 245 |Cap'l Spending per sh 2.00
6741 753| 9.90] 10.35 Book Value persh P 12.00

st in Texas

LT Debt $8510.0 mill.

bonds.

(LT interest earned: 2.5x)

Leases, Uncapitalized Annual rental!
Pension Assets-12/10 $1.50 bill. Ob!
Pfd Stock None

CAPITAL STRUCTURE as of 6/30/11

Total Debt $9087.0 mill. Due in 5 Yrs $4154.0 mill.
LT Interest $511.0 mill.
Incl. $2371.0 mill. transition & system restoration

Common Stock 425,856,294 shs. as of 7/15/11
MARKET CAP; $8.4 billion (Large Cap)

302,04 | 300.10 | 306.30 | 308.05 | 310.33 | 313.65 | 322.72 | 346.08 | 391.75 | 424.76 | 426.00 | 427.00 | Common Shs OUtstgE | 430.00
-- 56 6.0 17.8 181 103 15.0 113 11.8 13.8 | Bold figres are |Avg Ann'l P/E Rafio 140
| 3| 4| 94| 102| 56| 80| 8] 79! 88| \Vaheline [Relative PIE Ratio 95
| 148% 1 48% | 37% | 34% | 44% | 39% | 50% | 64%| 53% | "™ |Avg Anni Divid Yield 4.8%

10656 | 70225 | 67601 | 85104 | 6722.0 | 9319.0 [ 9623.0 | 11322 | 8281.0 | 8785.0 | 8400 | 8400 |Revenues ($mit}) 9350

4469 | 3863 | 4197 | 2057 | 2250 | 4320 | 399.0 | 447.0 | 3720] 4420 515] 520 |Net Profit ($mill £00

T3.8% | 35.0% | 32.5% | 40.2% | 40.5% | 12.6% | 326% | 38.3% | 32.1% | 37.3% | 37.0% | 47.0% |Income Tax Rate 37.0%

20% | 31% | 31% | 1.9% | 18% | 23% | &§5% | 27%

1.3% | 27% | 20% | 2.0% |AFUDC % to Net Profit 20%

455% | B74% | 85.0% | 86.7% | 86.9% | B3.4% | 82.2% | 83.3%
54.5% | 12.6% | 14.0% | 13.3% | 13.1% | 16.6% | 17.8% | 16.7%

776% | 73.8% | 72.0% | 68.5% |Long-Term Debt Ratio 68.5%
22.4% | 26.2% | 28.0% | 31.5% |Common Equity Ratio 31.5%

s $15.0 mill.

lig. $1.97 bill

12363 1 11322 | 12544 | 82985 | 9864.0 | 9358.0 | 10174 | 12218 | 11758 | 12199 | 15025 | 14075 |Total Capital ($mill) 16200
11200 | 11409 | 11812 | 8186.4 | B432.0 | 9204.0 | 9740.0 | 10296 | 10788 | 11732 | 12175 | 12250 |Net Plant {$mill) 11900
52% | 66% | 65% | 68% | 53% | 78% | 69% | 60% | 58%| 61% | 55% | 6.0% |Returnon Total Cap'l 5.5%

6.6% | 27.2% | 23.8% | 18.6% | 17.4% | 27.8% | 22.0% | 21.9%
6.6% | 27.2% | 23.8% | 18.6% | 17.4% | 27.8% | 22.0% | 21.9%

14.4% | 13.8% | 12.0% | 12.0% |Return on Shr. Equity 11.5%
14.1% | 13.8% | 12.0% | 12.0% |Return on Com Equity F | 11.5%

2% | 43% ] 160% | 7.5% | 7.8% | 15.7% } 10.0% | 9.9%
97% | B4% | 33% | 60% | 55% | 43% | 55% | 55%

36% | 38% | 4.0% | 4.0% |Retained to Com Eq 4.0%
Wh| 72%| 66% | 66% |All Divids to NetProf 65%

BUSINESS: CenterPoint Energy, Inc. is a holding company for
Houston Electric, which serves 2.1 million customers in Houston
and environs, and gas utilities with 3.3 million customers: Entex
(Texas, Louisiana, Mississippi); Arkla (Arkansas, Louisiana, Okia-
homa, Texas); and Minnegasco (Minnesota). Has gas pipeline and
starage assets. Discont. Texas Genco Holdings in '04. Electric rev.

breakdown: residential, 52%; commercial, 31%; indusirial, 15%;
other, 2%. Does not own generating assets. Natural gas costs: 52%
of revs. '10 deprec. rate: 5.6%. Has 8,800 employees. Chairman:
Milton Carroll. President & CEO: David M. McClanahan. Inc.: TX.
Address: 1111 Louisiana, P.O. Box 4567, Houston, TX 77210-
4567. Tel.: 713-207-1111. Internet: www.centerpointenergy.com.

ELECTRIC OPERATING STATISTICS

2008 2009 2010
% Chandge Retail Sales (KWH) -1.9 -3 +3.2
Avg. Indust, Use (MWH NA NA NA
Avg. indust. Revs. m’r {8) NA NA NA
Capacity at Peak { NA A NA
Peak Load, Summer (Mw) NA NA NA
Annual Load Factor {% NA NA NA
% Change Customers (3vg.) +15 +14 +13
Fixed Charge Cov. (%) 207 173 197
ANNUAL RATES Past Past Est'd '08-'10
of change {persh)  10Yrs. S5Yrs. 101416
Revenues - 40% -2.0%
“Cash Flow” -- 5% 5.0%
Earnings -~ 5.0% 3.0%
Dividends -- 135% 3.0%

Book Value --  85%

cal- | QUARTERLY REVENUES ($ mill.) Eull
endar [Mar.31 Jun.30 Sep. 30 Dec.31| Year

2008 | 3363 2670 2515 2774 |11322
2009 | 2766 1640 1576 2299 | 8281.0
2010 | 3023 1756 1908 2098 | 8785.)
2014 | 2587 1837 1976 2000 | 8400
2012 | 2700 1750 1850 2100 | 8400
Cal- EARNINGS PER SHARE B Full

endar |Mar.31 Jun. 30 Sep. 30 Dec.31| Year

2008 36 30 39
2009 18 24 3
2010 28 .20 29
2011 35 28 .29
2012 g2 28 31

25 1 130
27 1 10
29 | 1.07
28 | 120
311 120

Cal- | QUARTERLY DINIDENDSPAD S»t | Fult
endar |Mar31 Jun.30 Sep.30 Dec.31| Year

2007 | A7 A7 A7
2008 | 1825 1825 1825
2009 | 18 .19 A9
2010 | 185 195 195
2011 | 1975 1975 1975

A7 68
4826 73
15 .76
195 .78

CenterPoint Energy is awaiting the
resolution of a long-running regula-
tory matter. This dates back to a $947
million aftertax charge that the company
took in 2004, after the Public Utility Com-
mission of Texas (PUCT) disallowed some
costs associated with the utility’s generat-
ing assets. CenterPoint appealed the order
and was ultimately successful. The state
Supreme Court remanded the case back to
the PUCT so that CenterPoint could re-
coup the monies that were disallowed, plus
interest. The utility will ask the PUCT for
permission to recover the money through
the issuance of securitized bonds. Center-
Point and various intervenors are arguing
over what is recoverable, but the company
will wind up with a large sum of money—
roughly $1.1 billion after taxes, if it pre-
vails, CenterPoint’s priority is to use the
cash to expand its business through capi-
tal investments or acquisitions. Debt re-
tirement and a stock buyback are likely,
too. It appears as if this matter will not be
resolved until October, at the earliest.

We have raised our 2011 earnings esti-
mate by $0.05 a share, to $1.20. Second-
quarter profits were above our expecta-

tion, due in part to warmer-than-normal
weather patterns. Our 2012 forecast is
based on normal weather. One factor that
will hurt results is a negative electric rate
ruling, which CenterPoint has appealed to
the state district court, that took effect at
the start of September. The order will re-
duce operating income by $10 million this
year and $30 million annually.
CenterPoint is looking to expand its
Field Services operation. This division
is benefiting from projects that went into
service in the past year. Its operating in-
come rose 39% in the first half of 2011.
This timely stock has been one of the
top-performing utility issues so far
this year, having risen 26% to date. This
is largely due to investors’ enthusiasm
about the favorable verdict from the Texas
Supreme Court. We believe there is also
some takeover speculation reflected in the
share price. Following the stock’s run-up,
the dividend yield is not exceptional for a
utility, and with the quotation now in the
middle of our 2014-2016 Target Price
Range, total return potential over that
time frame is low.

Paul E. Debbas, CFA September 23, 2011

(A} Pro forma data. (B) Diluted EPS.
traordinary gains (loss); 04, ($2.72)
*11, $1.94; gain (losses) on discont.

2¢; '04, (37¢); '05, (1¢). Next eamings report
© 2011, Value Line Publishing LLC. All rights resesved.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN, This J)ublicalion is strictly for subscriber's own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any prnted, electronic or other form, or use

Excl. ex- | due early Nov. (C) Divids historically paid in | (E) In milf. (F) Rate base: Net orig. cost. Rate

; '05, 9¢; | early Mar., June, Sept. & Dec. # Div'd reinvest- | aliowed on com. eq. (elec.) in "11: 10%; (gas):

ops.: '03, | ment plan avail. T Shareholder investment plan | 9.45%-11.25%; eamed on avg. com. eq., *10:
avail. (D} Incl. intangibles. In *10: $12.10/sh. | 15.1%. Regulatory Climate: Average.

. Factual material is obtained from sources believed to be refiable and is provided without warranties of any kind.

for generating or marketing any printed or efectronic publication, service or product.
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RECENT PE Trailing: 16.0 Y| RELATIVE DiVD 0
CLECO CORPORATION yse.cw [ 34,63 [fino 14,9 Gintar i) fetits 111195 3.4%
maness 3 s | 9] 3] 3] 4T AT R3] ] B 2] | w0 98] Tt e e
SAFETY 2 Rased6i2411 | LEGENDS
3 R - }ieigd%w?gg:s l;gte 64
TECHNICAL Raised 610/11 .. Reioove Brce Seneth — 18
BETA .65 (1.00 = Marke) 2-for-1 split  5/01 - 40
201416 PROJECTIONS | “Bhousy reas indicate recessions|————————————+ ——+ 4 1 _dseqel L L} 32
] _ Ann'l Total pue 2%
) Price  Gaih  Return AL ] Myjoite! 20
High 40 (+15%) 7% |t IR TN LT ' B
Low 30 (-15%) 1% |ye—g T
Insider Decisions < {f s 12
DND JFNMAMJ e "o ) o
By 000002000 A e 8
Options 0 4 000 2001 s
fofel 040003020 % TOT. RETURN 8/11
Institutional Decisions s%g( VL“:‘XII;IE;}L
toBuy ‘029/1; mzuag 202!,1; :ﬁ;?eeg‘ }g: 1 Ll ! ok i, 1 1yr. 286 194
1o Sell 79 80 94 | traded 5 n Wi Lo bl IR i d A 3yr.  57.2 268 [
HIdS(0W)_44280 44515 44773 i I ERRESER MR AT RSEAOR L st AL T T Sy 704 334
1995]1996 ] 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 [ 2010 | 2011 |2012 | ©VALUELINEPUB.LLC[14-16
879¢ 970| 1046 1146 1742| 18.23| 2355 1533 | 18.54 | 1503 | 1841 | 17.38 | 1719 | 17.99 | 1447 | 1898 | 19.30 | 79.75 |Revenues persh 225
199 211 218| 228| 236| 277| 284] 305( 298; 25 | 276| 263| 269| 3T 378 512 565 580 |“CashFlow" persh 6.50
104} 142] 1.09| 112| 148| 146 154 152 | 126 132 142 13| 132( 170 176 229| 240| 240 |Earnings persh A 2.75
.75 a7 79 B .83 .85 .87 .90 .90 .90 90 .80 .90 .90 .90 98 1.09| 1.22 |Divid Decl'd per shBm 1.60
1.29 143 173 209 398 2.52 1.10 1.91 1.58 1.61 3181 411 851 559 415 4868 4151  3.60 [Cap'l Spending per sh 4.00
791 8.30 B68| 8.07| 944| 1004| 1069 | 11.77 | 10.09 | 1083 | 13.69 | 1522 | 1685 | 17.65 | 1850 | 21.76 | 23.65| 24.90 |Book Value persh © 28.50
485 4491 4493 4497 4488 4499 4496 | 4704 4718 4962 | 49.99 | 57.57 | 5994 | 60.04 | 60.26 [ 60.53| 60.70 | 60.70 {Common Shs Outstg O | 60.70
116] 1197 125 14.4 134 132 14.6 122 124 13.8 15.0 17.3 19.6 1411 132 12.3 | Bold figires are |Avg Ann’l PIE Ratio 13.0
78 75 72 RE] 16 86 75 .87 7t 73 80 834 1.04 .85 .88 .78 ValueLine  |Relative P/E Ratio 85
6.2%| 58%| 58%| 50%| 52% | 44% | 39% | 48% | 58% | 50% | 42% | 38% | 35% | 38% | 39%| 35% | P |AvgAnn'lDivid Yield 4.6%
CAPITAL STRUCTURE as of 6/30/11 1058.6 | 7212 | 8746 | 7458 | 9202 | 1000.7 ; 1030.6 ; 1080.2 | 8538 | 11487 | 1170 | 1200 {Revenues ($mill) 1350
Totaf Debt $1400.0 mill. Due in 5 Yrs $230.2 mil. 723 42| 812) 6641 750 | 747 796 1021 | 1063 | 1335 145 150 |Net Profit ($mill) 170
v A e i §84.6 mil. A 1% | 36.9% | 37.2% | 35.2% | 3.0% | 36.0% | 243% | 153% | 8.3% | 44.1% | 37.0% | 37.0% |Income Tax Rate 37.0%
(LT interost oamea. 378 o 16.7% | 12.6% | 58% | 75% | 43% | 14.2% | 57.9% | 828% | 93.5% | 12.2% | 7.0% | 5.0% |AFUDC%toNetProfit | 30%
55.2% | 60.0% | 64.4% | 44.5% | 46.3% | 40.9% | 43.2% | 51.1% | 54.2% | 51.5% | 46.5% | 45.5% |Long-Term Debt Ratio 42.0%
Leases, Uncapitalized Annual rentals $9.2 mill. 424% | 38.2% | 33.8% | 53.1% | 52.0% | 57.8% | 56.7% |48.9% | 45.8% | 48.5% | 53.5% | 54.5% [Common Equity Ratio | 58.0%
Pension Assets-12/10 $242.5 mill. . 1134.7 | 1448.7 | 1408.5 | 1011.6 | 1315.9 | 1515.6 | 1780.5 | 2167.7 | 2436.4 | 2717.9 | 2685 | 2760 |Total Capital ($mill) 2975
Pid Stock None Obfig. $330.3mil. | 12047 | 1566.2 | 1417.1 | 1050.0 | 1188.7 | 13049 | 17259 | 20453 | 2247.0 | 27842 | 2840 | 2855 {Net Plant ($mit) 2875
86% | 71% | 67% | 89% | 71% | 63% | 56% | 61% | 59% | 66% | 7.0%| 7.0% |Returnon Total Cap' 7.0%
Common Stock 61,062,449 shs. 14.2% | 12.8% | 12.2% | 11.8% | 10.6% | B8.3% | 7.9% | 9.6% | 95% | 10.6% | 10.0% | 10.0% |Return on Shr. Equity 9.5%
as of 7/29/11 14.6% | 13.1% | 12.5% | 14.9% | 10.7% | B.3% | 7.8% | 9.6% | 9.5% ! 10.6% | 10.0% | 10.0% [Return on Com Equity E| 9.5%
MARKET CAP; $2.1 billion (Mid Cap) 6.5% | 56% | 35% | 39% | 41% | 30% | 26% | 45% | 47% | 61% | 55% | 50% |[Retainedto ComEq 4.0%
ELECTRIC OPERATING STATISTICS 57% | 58% | 72% | 68% | 62% | 65% | 68% | 53% 51% 1 42% | 45% | 50% (Al Div'ds to Net Prof 58%
9, Change RetalSales (KWH) 25)202 2_%08 23513 BUSINESS: Cleco Corporation is a holding company for Cleco erating sources: gas & oil, 30%; coal & lignite, 29%; petroleum
Avg. Indst. Use (MWH 4535 3532 3p57 | Power, which supplies electricity to about 278,000 customers in  coke, 16%; purchased, 25%. Fuel costs: 44% of revenues. '10 re-
Avg. Indus?, Revs. (3] 7.8 648 7.68 | central Louisiana. Through a subsidiary, has 775 megawatis of ported deprec. rate (utility): 2.6%. Has 1,300 employees. Chairman:
Capaciy at Peck { 2354 2355 "iA wholesale capacity. Electric revenue breakdown: residential, 45%; J. Patrick Garrett. President & CEO: Bruce A. Williamson. Inc.: Lou-
mﬁ;ﬁf&mﬂ 2571_8 252;_% 2535.2 commercial, 27%; industrial, 14%; other, 14%. Largest industrial isiana, Address: 2030 Donahue Ferry Road, P.0. Box 5000, Pine-
% Change Customers ?avg.) +9 +7 +.7 | customers are paper mills and other wood-product industries. Gen-  vilie, LA 71381-5000. Tel.: 318-484-7400. Intemet: www.cleco.com.,
Fixed Charge Cov. () 159 138 204 | We estimate that Cleco Corporation’s ceeds for debt reduction. The company re-
ANNUAL RATES Fast Past Estd osrp| €armings will rise at a mid-single-digit corded a gain of $0.63 a share on the sale,
ofchangs fpersh)  10¥rs.  5Yrs.  to'14rts | pace in 2011, Cleco Power, the company’s which we excluded from our presentation
Revenues 1.0%  -5% 5% | regulated utility subsidiary, is benefiting as a nonrecurring item,
;_:Cas.h Flow” igzo 9227 é-g’;/v from a regulatory plan that allows it a re- Cleco is still deciding what to do with
AN 109 B4 95% | turn on equity of 11.7%, with a chance to the Coughlin plant. This 775-megawatt
Book Value 75% 110% 6.5% | earn up to a 12.3% ROE, thanks to incen- gas-fired facility is the company’s sole
P tive ratemaking. We have raised our 2011 remaining nonregulated generating asset.
eg::r M:&ﬁ”&ﬁﬂ%“gggi%“gglé)_u 5:;',, earnings estimate by $0.05 a share, to Its capacity will be available at the start of
2008 |o0F 2748 3437 2302 |10802 $2.40, due to hotter—thap-usual summer 2012, after a contract expires. New EPA
2000 |2130 2072 2415 4321 | gsas| weather conditions. That’s the upper end rules that will increase costs for coal-fired
2010 127235 2759 3439 2568 |{1487] of management’s targeted range of $2.30- units might well make Coughlin a more
2011 |2537 2729 370 2134 1170 | $2.40 a share, which was based on normal valuable asset.
2012 1276 280 370 280 (1200 | weather. We now look for flat earnings Twe capital projects are under way.
cal EARNINGS PER SHARE A Fall in 2012, based on our assumption of a re- Cleco has a 50% stake in a $250 million
endar [Mar3! Jun30 Sep.30 Dec.31| Year | turn to normal weather patterns. . transmission project. This should be com-
2008 37 o) ) » | 170] Pividend growth potential is high. plete by the summer of 2012. The utility is
2000 | 11 45 9g o1 | 17g| After several years in which the board of spending $73 million (including a $20 mil-
2010 | 55 58 8 33 | 229| directors did not raise the disbursement, it lion grant from the federal governmnent) on
2014 48 52 110 .30 | 24o| lifted the payout in 2010. Earlier this year, an advanced metering system. This should
2012 40 60 110 .30 | 240| the board boosted the quarterly dividend be finished by 2013.
Ca- | QUARTERLY DNENDSPADEwt | Fyn | Y $0.03 a share (12%), and Cleco has al- This stock does not stand out for the
endar |Mar31 Jun30 Sep30 Dec31| Year | ready stated that an increase of $0.03125 short or long term. The yield is about a
2007 | 25 295 205 295 ol 2 share (11.1%) is in the offing for 2012. percentage point below the utility mean,
2008 | 225 05 905 0% 'sp| The company completed an asset sale and 3- to 5-year total return potential is
2000 | 295 995 925 995 ‘g | in the second quarter. Cleco sold its unexciting, despite the good dividend
20 | 225 95 25 95 ‘98| 50% stake in Acadia Unit 2, a gas-fired growth prospects mentioned above.
201 | 25 28 B plant, for $150 million. It used the pro- Paul E. Debbas, CFA  September 23, 2011
{A) Diluted earnings. Excl. nonrec. gains eamings report due early Nov. (B} Divids his- | charges. In '10: $10.51/sh. (D) In mil.,, adj. for | Company’s Financial Strength B+
josses); '00, 5¢; '02, (5¢), '03, ($2.05); '05, torically paid in mid-Feb., May, Aug., and Nov. | split. {E) Rate base: Net orig. cost. Rate al- Stock’s Price Stability 100

2.11;°07, $1.22; 10, $1.91; 2Q *11, 63¢;

losses from disc. ops.: '00, 14¢; ‘01, 4¢. Next

= Div'd reinvestment plan avail. t Shareholder
investment plan avafl. (C} incl. deferred

lowed on com. eq. in '09: 11.7%; eamed on

avg. com. eq., "10: 11.8%. Regul. Climate: Avg.
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MARKET CAP: $4.9 billion (Mid Cap)

RECENT Trailing: 12.8 \RELATIVE DIVD
CMS ENERGY CORP.wvscus 55" 19.39 [ 13.5Cake Bk 1,010 6% el |
meLness 3 weessin | UOY| 23] $58| 2%%3) 'S%) 98| 'SP 1| 88| iS| W6o| 3| WS Target Price Range
SAFETY 3 Rased2296 | LEGENDS
3 T dindd by e Rt =2 4
TECHNICAL O Lowered 3h6/11 e By teest R = by
BETA .75 (1.00 = Market) QOptions: Yes
2014-15PROJECTIONS ot 5 P R N N 2
Price  Gain Retulr:‘na T i 1
Hgh 25  (+30% 11% Lt 12
Low 18 {-5% 4% T 10
Insider Decisions Hhu 8
ONDJFMAM 6
By 000000000 sate
jons 0 0 00000 10 SN | 4
1o Sell 0 100 9_1 030 beranesos e B o TOT. RETURN 8/11
Institutional Decisions THIS  VLARITH
on 100 202 | poroent | - stock moex” |
bl 15 qa 15| ghares T e Sy osas 8 [
Hid's{00) 233569 236444 236182 T AN TR TR 5y. 566 331
1995 [ 1996 | 1997 | 1998 | 1999 [ 2000 | 2001 | 2002 | 2003 | 2004 | 2005 2010 | 2011 [2012 | ©VALUELINE PUB.LLC[14-16
4247| 4570 4749 4756 | 5259 | 74.24| 72146 80.28 | 3421 | 2806 2852 2577 | 2620 | 27.15 {Revenues persh 30.00
6771 748| 7.39| 660| 7.87| 76%| 524| d09| 239| 287 343 370| 370 | 3.85 {“Cash Fiow” persh 450
227) 245! 261| 224| 285| 253| 27| d299| d29| 74| 110 133| 145! 155 |Earnings persh A 175
9| 102 114| 126] 138 146] 146 108 .- - - 66| .84 .92 |Div'd Decld persh®m 1.10
EB4| 605| 7.05| 1198| 069| 851 649| 518| 332| 268| 269 329 425| 510 |CapTSpending persh a7
16041 17.95] 1961| 2063 | 21.47| 1948| 1421| 7.86| 984 1063 | 1053 | 10. . 1119 | 1200 | 12.70 |Book Value per sh © 15.00
5158 | BAET | 0079 | T8 | 716 04 | 12120 | 3208 | T4A.10 | 16113 | 195.00 | 220.50 | 222.78 | 225.15 | 22641 | 22789 | 24950 | 252,00 | 254,00 | Common Shs Outstg | 260.00
0] 125] 35| 139| 139| 96| 208 - T 124 126 22| 268 108 | 136| 125 Boid fighres are |AVg Ann'l PIE Ratio 3.0
4| 78| 8| 03] 8| 2| 107 -- --| 86| 67| 120| 142| 6] 91| 80| |Vaeline |Relative PIE Ratio 85
36% | 33%| 32%| 28% | 35% | 6.0%| 55% | 75% -- -- - | 12% | 2% | 40% | 40% | "' |Avg Ann'l Divd Yield 49%
CAPITAL STRUCTURE as of 6/30/11 9597.0 | 8687.0 | 5513.0 | 5472.0 | 6288.0 | 68100 | 6519.0 | 6821.0 | 6205.0 | 64320 | 6600 | 6900 |Revenues ($mil) 7800
Total Debt $7484.0 mill. Due in 5 Yrs $2745.0 mill. | 160.0 | d414.0 | d40.0 | 144.0 | 247.0 | 158.0 | 168.0 | 300.0 | 231.0 | 3560 380 | 415 |Net Profit ($mill) 480
:7LD§'1=§7$%3$!i0c2":iauz';Td‘2;2'::‘ $356.0 mil 29.8% - | NMF | 18.6% | 256% - [ 376% | 31.6% | 34.6% | 38.1% | 38.0% | 38.0% |income Tax Rate 38.0%
(,_T'ime,e'stean;edf’“x) ’ 22.5% - - -- | 154% | 6.3% | 36% | 1.3% [ 13.0% | 22% | 8.0% | 13.0% |AFUDC %toNetProfit | 12.0%
Leases, Uncapitalized Annual rentals $29.0 mil, | 80.0% | 84.4% | 762% | 75.0% | 735% | 71.7% | 705% | 694% | 67.9% | 70.1% | 69.0% | 68.5% |Long-Term DebtRatio | 64.0%
Pension Assets-12/10 $1.40 bill. 18.7% | 15.0% | 18.3% | 21.5% | 234% | 24.9% | 259% | 27.4% | 29.0% | 29.5% | 30.5% | 31.0% |Common Equity Ratio | 35.5%
. , Obtig. $1.80 bil. [ 10131 | 7532.0 | 8652.0 | 9640.0 | 9913.0 | 8961.0 | 82120 | 8993.0 | 8977.0 [ 94730 | 8925 | 16325 Total Capital (Smill 11000
";fg ﬁzc‘ég;:h"s"?s}ﬂ 16_;‘{"55'%’1%5?’;’{";"[};“ cat, |83620 | 52340 | 6944.0 | 8636.0 | 7845.0 | 7976.0 | 87260 | 9190.0 | 96820 | 10069 | 10600 | 11325 |Net Plant (mil) 13500
able at $103.256110, e 50% | NMF | 27% | 44% | 50% | 45% | 45% | 54% | 47%| 58% | 6.0% | 6.0% |Returnon Total Capl 65%
Common Stock 251,800,000 shs. 87% | NMF | NMF | 6.1% | 94% | 62% | 69% |109% | 8.0% | 125% | 125% | 12.5% |Return on Shr.Equity | 12.5%
88% | NMF | NMF | 62% | 99% | 64% | 7.2% | 11.7% | B8.5% | 12.5% | 125% | 12.5% |Return on Com Equity E| 12.5%

ELECTRIC GPERATING STATISTICS
008

NMF | NMF| NMF | 62% | 99% | 64% | 51% | 84%
113% | NMF | NMF | 11% 6% | 10% | 35% | 3%

41% | 69% | 5.5% | 5.5% |RetainedtoComEq 5.0%
54% | 48% | 56% | 57% |All Div'ds to Net Prof 59%

BUSINESS: CMS Energy Corporation is a holding company for
Consumers Energy, which supplies electricity and gas to lower
Michigan (excluding Detroit). Has 1.8 million electric, 1.7 million gas
customers. Has 1,166 megawatts of nonregulated generating ca-
pacity. Sold Palisades nuclear plant in "07. Electric revenue break-
down: residential, 42%; commercial, 31%; industrial, 20%; other,

7%. Generating sources: coal, 48%; gas, 3%; hydro, 1%; pur-
chased, 48%. Fuel costs: 55% of revenues. '10 reported deprec.
rates: 3.0% electric, 2.9% gas, 7.4% other. Has 7,800 employees.
Chairman: David W. Joos. President & CEO: John G. Russell. In-
corporated: Michigan. Address: One Energy Plaza, Jackson, Michi-
gan 49201, Tel.: 517-788-0550. intemet: www.cmsenergy.com.

2 2009 2010
% Change Retaﬂ Sales (KWH) 35 46 +54
Avg. Indust. Use (MWH M 1234 1076 1027
Avg. Indust Revs. per KWH (¢) 767 7.29 827
Capacy at Peak (Mw 9586 BO54 9248
Peak Load, Summer 7488 7421 8190
Annual Load Fadur( 59.2 559 553
Change Customers end) +4 -9 +.2

Fixed Charge Cov. (%) 190 159 215
ANNUAL RATES Past Past Est'd’08-'10
of change (persh) 10 Yrs. 5Yrs. to'14-16
Revenues -7.0% -1.5% 1.5%
“Cash Flow" -6.5%  5.0% 3.5%
Eamings 1.5% 17.5% 7.0%
Dividends -9.5% -- 14.0%
Book Value -6.0%  1.5% 5.0%

Cal- QUARTERLY REVENUES (§ mill. Full

2011 2 2 21

endar [Mar.31 Jun30 Sep.30 Dec.31| Year
2008 | 2184 1365 1428 1844 | 6821.0)
2009 | 2104 1225 1263 1613 | 6205.0)
2010 | 1967 1340 1443 1682 | 64320
2011 | 2055 1364 1431 1745 | 6600
2012 | 2175 1450 1500 1775 | 6900
cal- EARNINGS PER SHARE A Full
endar |Mar.34 Jun.30 Sep.30 Dec.31| Year
2008 A4 20 .33 27 | 123
2009 31 28 28 .05 83
2010 .35 26 53 .21 1.33
2011 51 26 A1 27 | 145
2012 S0 32 43 30 | 155
Cal- | QUARTERLY DIVIDENDS PAID B m Full
endar |Mar.31 Jun30 Sep.30 Dec.31| Year
2007 05 05 05 05 20
2008 09 .09 .09 .08 .36
2008 A25 425 425 25 A0
2010 15 15 A5 21 66

CMS Energy’s utility subsidiary has
electric and gas rate cases pending.
Consumers Energy has filed for an electric
rate hike of $195 million (5.4%), based on
a 10.7% return on a 42.07% common-
equity ratio. Under Michigan regulatory
law, the utility will self-implement an in-
crease in December. A rate order is due
the following June. Consumers is seeking
a gas tariff increase of $49 million, based
on a 10.7% return on a 41.55% common-
equity ratio. The utility will self-
implement an increase in March. The rate
order is due in September.
The unusually hot weather that the
service area experienced this summer
will have just a small effect on the
company’s profits. That’s because the
utility operates under a mechanism that
decouples electric revenues and electric
volume. Weather can still affect the bot-
tom line, however. Greater-than-usual
storm activity hurt profits by $0.07 a
share in the first half of 2011, and Con-
sumers still has sensitivity to weather in
the gas side of its business.
We are sticking with our earnings es-
timates for 2011 and 2012. Our profit es-

timate of $1.45 a share for this year ex-
cludes a $0.12 noncash state income tax
benefit that CMS booked in the second
quarter. We are treating this gain as a
nonrecurring item. (The company's earn-
ings target for 2011 is $1.44 a share.) Our
2012 forecast of $1.55 a share assumes
reasonable regulatory treatment. The com-
pany has set a target for average annual
earnings growth of 5%-7%.

Consumers is building its first wind
project. This will provide 100 megawatts
of capacity. The $232 million project is ex-
pected to be on line by the end of 2012. It
will help the utility meet the state’s re-
newable energy requirement.

Financing needs are small. CMS ex-
pects to benefit from tax-loss carryfor-
wards in the next few years. No large
equity offerings are planned, but the com-
pany intends to raise $25 million-$30 mil-
lion of common equity annually through
various stock plans.

This stock’s dividend yield and 3- to 5-
year total return potential are rough-
ly equivalent to the neorms for the
electric utility industry.

Paul E. Debbas, CFA  September 23, 2011

(A) Dil. EPS. Excl. nonrec. gains (losses): 05

(§1.61); '06, (§1.08); 07, (§1.26); 09, (7¢}; "1

3¢ 11, 12¢ gains (losses) on disc. ops.: 05

7¢;°06, 3¢; ‘07, (40¢); ‘09, 8¢, 10,
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(8¢). "0

EPS don't add due to rounding, 10 due to
change in shs. Next egs. report due early Nov. | base: Net orig. cost. Rate all'd on com. eq. in
(B) Div'ds historically paid late Feb., May, Aug.
& Nov. = Div'd reinvest. plan avail. (C) Incl. in-
Faciual material is obtained from sources befieved to be refiable and is provided without warranties of any kind.

tang. In "10: $8.39/sh. (D) in mil. (E) Rate

'10; 10.7% elec.; in '10: 10.55% gas; eam. on
avg. com. eq., 10: 12. 6%. Regul. Climate: Avg.
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By 00000000 O ———7F P B i = 16
Oplios 0 0 060 0O0O0O | 12
Sl _ 000000000 % TOT. RETURN 7M
Institutional Decisions “afte - THIS  VLARITH:®
302080 azi0  1020H g STOCK  INDEX
o e U\ MR T e P T
X o PR ; : ' 7|
o 140565 12018 1az8er | "% 7 YN T A [ Sy 21 486
19951996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 2010 | 2011 [2012 | SVALUELINEPUB.LLC[14-16
19.89 | 21.35| 2240| 2250 | 2532 | 2577 2400 | 2853 | 57.82| 7147 | 96.08 | 106.83 | 11877 | 99.53 | 77.61| 71.78 | 7250 | 69.30 |Revenues persh 78.00
459| 445| 466| 483| 557| 578) 502| 550 | 631 689 678| 681 752 336| 529| 437| 520{ 530 “CashFlow” persh 7.00
202 185| 197 206| 218| 230§ 220 229| 276| 319| 338| 376 429 48 1791 161 | 230 230 [Earningspersh” 3.50
155| 1591 163] 167| 168| 168 A8 96 104 114 134 | 151 174 | 191 96 .96 .96 .96 {Div'd Decl’d per sh Bm 1.00
248 244 253 227 282 747 BOS| 5.05] 392 399| 426 533} 126 971 7.61 498 | 420} 5.00 |Cap'l Spending per sh 6.75
1807 | 19.35| 1944| 1998 | 20.01| 20.95; 2348 | 2343 | 2467 | 2681 2757 | 2553 | 2993 | 1598 | 43.27] 39.19| 4040 41.65 |Book Value persh ¢ 48.00
14753 | 14767 14767 | 148.25 | 14956 | 150.53 | 163.71 | 164.84 | 167.82 | 176.33 | 178.30 | 180.52 | 178.44 | 199.13 | 200.99 | 199.79 | 201.00 | 202.00 |Common Shs Qutst'q P | 205.00
124 147 140] 153 132 58] 164 121 18| 1257 160 156 | 205 | NMF 1551 205 | Boid figlres are |Avg Ann'l PJE Ratio 115
83 82 81 .80 J5( 1.03 B4 .66 87 66 .85 841 1.09 | NMF 103 1.3 Value|Line Relative P/E Ratio 75
62% | 59%| 59% | 53%| 58% | 46%| 13% | 35% | 32% | 29% | 25% | 26% | 20% | 29% | 35% | 28% | ™™ |AvgAno'lDivd Yield 25%
CAPITAL STRUCTURE as of 3/31/11 3828.3 | 4703.0 | 9703.0 | 12550 | 17132 | 19285 | 21193 | 19818 | 15599 | 14340 | 14500 | 14000 |Revenues ($mill} 16000
Total Debt $4557.9 mill. Due in 5 Yrs $1515.7 mill. | 3563 | 3724 | 4722 | 567.8 | 619.9 | 6968 | 7964 | 99.2 | 3724 | 3363 | 480 | 480 |Net Profit ($mill 760
LT Debt $44024 mil, LT Interest $268.5mil. - [7345% [ 403% | 356% | 27.1% | 24.8% | 310% | 387% | 65.4% | 17.6% | 35.8% | 35.0% | 35.0% |Incame Tax Rate 350%
(Lea;"egjejngg;"i;,in-;,{mua, rentals $202.1 mil. | 157% | 11.8% | 2.9% | 19% | f16% | 20% | 24% |504% | 234% | 98% | 20% | 3.0% |AFUDC%toNetProfit | 40%
Pension Assets-12/10 §1.41 bill. 40.2% | 53.2% | 53.8% | 49.5% | 46.1% | 46.8% | 45.7% | 60.2% | 35.1% | 35.7% | 30.5% | 325% |Long-Term DebtRatio | 31.5%
Oblig. $1.63 bill. | 57.0% | 44.6% | 44.2% | 48.6% | 51.9% | 51.1% | 524% | 37.6% | 63.5% | 62.8% | 68.0% | 66.0% [Common Equity Ratio 67.0%
{;fg ﬁtggggégog m(isﬂ‘7 o;ﬁ; 1132;3 $1r3%2rgii-e 6746.1 | 8666.2 | 9369.7 | 9730.1 | 9474.8 | 90216 | 10191 | 8470.1 | 13701 | 12468 | 11925 | 12750 |Total Capital ($mill) 14700
L1, | S8hs. b, o~1. s prefel 'y A
callable at $102.68-$103.50, al $10% par, not sub- 77602;}1 79557;1 9601;5 100807 1006:,7 9222;1 9767(;1 10717 8453;8 9278;8 955"0 9930 Net Plant ($mill) : 11900
ject to mandatory redemplion. 5% | 59% | 6.7% | 74% | 80% | 93% | 91% | 3.2% | 40% | 36% | 5.0% | 45% |RetumonTotalCapl | 6.0%
Common Stock 200,702,529 shs. 91% | 9.2% | 10.9% | 11.5% | 12.1% | 14.5% | 14.4% | 29% | 42% | 42% | 6.0% | 55% |Returnon Shr. Equity 1.5%
as of 4/29/11 9.2% | 93% ) 1A% | 1.7% | 12.3% | 14.8% | 14.7% | 2.7% | 41% | 41% ; 6.0% | 5.5% |[ReturnonComEquity® | 7.5%
MARKET CAP: $7.4 billion (Large Cap) BL0% | 57% | 70% | 7.7% | 77% | 91% | 89% | NMF | 15%| 1.8% | 3.3% | 3.5% |Retainedto Com Eq 5.5%
ELECTRIC OPERATING STATISTICS 7% 41% | 3% | 36% | 39% | 40% | 40% | NMF 65% | 58% | 43% | 43% |All Div'ds to Net Prof 29%
%Cha eRetaﬂSaIes(KWH) 2°3°g 2_0103 7:&"1’ BUSINESS: Constellation Energy Group, Inc. is a holding company  mercial, 26%; industrial, 2%; other, 5%. Generating sources:
g, Indust, Use (W 601 571 516 | for Baltimore Gas and Electric Company, which distributes electrici-  nuclear, 45%; coal, 37%; gas, 13%; other, 5%. Fuel costs: 76% of
Avg. Indust. Revs. per {#) 1293 14.26 10.75 | ty and gas in Baltimore and parts of central Maryland. Has 1.2 mil- revenues. "10 reported depr. rates: generating assets, 2.9%; utility,
giﬁ?fmgﬁ% ‘bw ﬁﬁ Nﬁ “ﬁ lion electric, 653,000 gas customers. Has nonregulated businesses:  3.2%. Has 7,600 employees. Chairman, President & CEO: Mayo A.
Nuclear Can Fador(l/., NA NA NA | Consteliation Energy Commodities Group and Constellation —Shattuck Wl. Inc.: MD. Address: 100 Constellation Way, Baltimore,
% Change Customers (yr-end) +5 +.3 +.3 | NewEnergy. Electric revenue breakdown: residential, 67%; com- MD 21202. Tel.: 410-470-2800. Intemet: www.consteliation.com.
! The proposed acquisition of Con- sey became more than Exelon was willin
ix;d:&ai:f:/)\(&s P 136 218, 7 2'.36 stellagon Energy by Exelon has to provide. The stock is still trading at %
ast Past Est'd '08-'10 . AP . N o
ofchange persh)  10Y¥rs.  5¥ms.  to't4rs | received some criticism in Maryland. discount of only about 5% to the value of
Revenues 13.0% 20% -1.0% | The deal calls for Constellation stock- Exelon's offer, which is too low in view of
I‘EC?S';F'OW" '%%://n _1%%‘:{; 1%%';//0 holders to get 0.93 of a share of Exelon the uncertainty surrounding the regula-
Dividends 25% 1:5‘%: Zo% | {valued at $39.22) for each of their shares. tory process in Maryland. The Timeliness
Book Value 50% 45% 65% | Each company’s shareholdelrs, (}he ileglt\llla- rank of Constellation stock remains sus-
tory commissions in Maryland an ew pended due to the takeover agreement.
eﬁ;'a'r ME:)I‘USI:RTEEII;Y:;F[{)EVSEELJ%SO(Sgiglc) 3 5:;', York, and the Federal Energy Regulatory Constellation’s nanegulgéted busi-
2008 | 4812 4756 5323 4906 | 19816 Commission - and other federal agencies nesses have differing prospects. Low
2009 | 4303 3864 4027 3403 | 145508 | Must approve the combination. The com- power prices are squeezing margins from
2010 | 3586 3300 3968 3474 | 14340 | panies are targeting early 2012 for comple- the output of the company’s generating as-
2041 | 3570 3360 4070 3500 | 44500 | tion. However, even though Exelon has of- sets. On the other hand, the retail energy-
2012 | 3500 3300 3800 3400 | 14000 | fered $250 million in merger-related bene- supply business is benefiting from low
cah EARNINGS PER SHARE A Full fits to Maryland ratepayers (including a prices, which are stimulating customer de-
endar |Mar31 Jun30 Sep.30 Dec3t| Year | $100 credit for each residential customer), mand. Constellation has made two acquisi-
5008 |81 % 35 diss 28| some intervenor groups believe that this tions that expanded its presence in this
2000 | 30 66 100 di7 | 79| isn't enough and are asking for more. business materially, from fewer than
0101 95 36 48 43 | 161| We now advise Constellation stock- 300,000 customers to almost a million.
201 35 49 81 65 | 230] holders to sell their shares on the We have cut our 2011 share-net esti-
2012 75 45 60 50 | 230| open market. Exelon’s offer is reason- mate by $0.15, to $2.30, because June-
Cal- | QUARTERLYDIVIDENDSPADB= | Fuf able, and Constellation s‘tockholders stand quarter results fell short of our forecast.
endar |Mar31 Jun30 Sep.30 Dec31| Year | tO benefit from a doubling of their divi- Our 2012 estimate remains at $2.30. This
2007 | 3775 435 435 435 | 168 dends if the deal goes through. However, company's earnings are hard to predict be-
008 | 435 4775 4775 4775 1g7| investors should remember that Exelon cause each quarter’s tally contains the ef-
2000 | 4775 24 04 ‘o4 120 terminated its agreement to buy Public fects of unusual items, such as mark-to-
2010 | 24 24 4 24 ‘95| Service Enterprise Group when the con- market accounting gains or losses.
2011 | 24 24 24 cessions sought by intervenors in New Jer- Paul E. Debbas, CFA August 26, 2011
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intang. In *40: $2.26/sh. (D) In mill. (E} Rate
base; Fair value. Rate allowed on com. eq. in
"10: 9.86% elec., 8.56% gas; eamed on avg.
com. eq., "10: 3.6%. Reg. Climate: Below Avg.
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1995 [ 1996 | 1997 | 1998 | 1999 2004 | 2005 {2006 | 2007 [2008 | 2009 | 2010 | 2011 |2012 | ©VALUE LINE PUB.LLC |14-16
2505 2512| 2594 29.40| 3260 | 39.24 : 4084 | 5074 { 50.93 | 5428 | 57.23 | 4845) 5051 | 51.90| 54.40 |Revenues persh 61.75
707 7.10 7.42 781 840 | 858 6.98 8.31 6.95| 681 8.14 8.19 8.48 8.26 9.38 978 9.50 | 9.95 {“Cash Flow” persh 11.25

215 | 3831 285) 255 327 245 2686| 273
206 206| 206] 206 206( 208} 212| 212

324 | 374| 360 3.75|Earnings persh A 425
212| 218| 232 242 |DividDecl'd pershBm 2.70

Pfd Stock None

Common Stock 169,328,889 shs.
MARKET CAP: $8.4 billion (Large Cap)

33| 366] 344 383| 510| 525 ©680| 58| 445 518 599 782 795| 842| 626| 649| 10.20| &.80 |CapTSpendingpersh | 10.25
2368 2373| 2455 2549 | 2695| 28.15| 2848 | 27.26 | 31.36 | 31.85 | 3244 | 33.02 | 3586 | 36.77 | 37.96| 39.67 | 41.00| 42.30 |Book Value persh © 46.50
74517 1 14542 | 145.10 | 145.07 | 145.04 | 142.65| 161.13 | 167.46 | 168.61 | 174.21 | 177.81 | 177.14 | 163.23 | 163.02 | 165.40 | 169.43 | 768.50 | 170.00 |Common Shs Outsfg O | 174.00
001 12| 103| 133 116 03| 193| 113| 137| 160 138] 174 183 | 148 | 104| 123 | Boid figires are |Avg Ann'l PIE Ratio 135
67| 70| 58| eal 66| 67 99y 62! 78| 5} 73] e4f 97| 89| 69| 79| Vawelire |Relafive PIE Ratio 90
69% | 66%| 6.9%| 51% | 53% | 51% | 5.0% | 48% | 53% | 5.0% | 46% | 49% | 44% | 52% | 63% | 48% | 7™ |AvgAnn'l Divd Yield 47%
CAPITAL STRUCTURE as of 6/30/11 7843.0 | 6749.0 | 7041.0 | 7414.0 | 9022.0 | 9022.0 | 8861.0 | 9329.0 | BO14.0 | 8557.0 | 8800 | 9250 |Revenues ($mill 10750
Total Debt §7984.0 mifl. Due in 5 Yrs $3176.0 mill. | 3700 | 632.0 | 480.0 | 443.0 | 576.0 | 437.0 | 4530 | 4450 | 5320 | 630.0 ) 620 | 650 |Net Profit {$mil) 745
lLJdDgg;%73‘517-‘c)a'“i't';,iz;ﬂ;g‘gg:?jggm"" T o - | 27.1% | 26.0% | 23.9% | 25.1% | 34.9% | 31.6% | 32.7% | 35.0% | 35.0% |Income Tax Rate 0%
Trust Preferred Seﬂuﬁﬁesv and $550.0 il %1 49% | 13% | 7% | 1.0% | 50% | 74% [ 14.2% | 26% | 16% | 2.0% | 2.0% /AFUDC %toNetProfit | 2.0%
securitized bonds. 63.3% | 63.0% | 59.2% | 57.8% | 55.1% } 56.1% | 54.4% | 564% | 54.0% | 51.3% | 52.5% | 51.5% |Long-TermDebtRatio | 52.0%
(LT interest eamed: 3.1x) 36.7% | 37.0% | 40.8% | 42.2% | 44.9% | 43.9% | 45.6% | 43.6% | 46.0% | 48.7% | 47.5% | 48.5% |Common Equity Ratio 48.0%
Leases, Uncapitalized Annual rentals $39.0 mill. {12517 | 12350 | 12956 | 13154 | 12849 | 13323 | 12824 | 13736 | 13648 | 13811 | 74575 | 14825 |Total Capital ($mill) 16900
Pension Assets-12/10 $2.91 bil. 9543.0 | 9813.0 | 10324 | 10491 | 10830 | 41451 | 11408 | 12231 | 12431 | 12092 | 13725 | 14175 [Net Plant ($milt 15800

Oblig. $3.79 bill.

44% ) 73% | 56% | 52% | 63% | 51% | 53% | 50%
72% | 138% | 9.1% | 8.0% [ 100% { 7.5% | 7.7% | 74%
72% | 13.8% | 9.1% | 8.0% [ 10.0% | 7.5% | 7.7% | 74%

57% | 63%| 55%| 6.0% |Returnon Total Cap'l 6.0%
85% | 94% | 9.0% | 9.0% |Returnon Shr. Equity 9.0%
85% | 94% | 9.0% | 9.0% [Returnon Com Equity E| 9.0%

% Chiange Retail Sales (KWH}

Avg. Indust. Use (MWH

e
pa G

Peak Load, Summer hw]

Annisal Load Factor (%

% Change Customers {yr-end)

ELECTRIC OPERATING STATISTICS

A% | 64% | 25% | 16% | 3.7% | 1.2% | 15% | 1.7%
99% | 53% | 72% | 80% | 63% | B4% | 80% | 7%

29% | 4.0%! 3.0%| 3.0% |Retainedto ComEq 3.5%
65% | 57% | ©63% | 63% |All Divids to Net Prof 63%

2008 2009 2010
-27 -56 -6
NA NA NA
NMF  NMF  NMF
NA NA NA
11011 10627 11365
NA NA NA
-6 -8 -4

BUSINESS: DTE Energy Company is a holding company for The
Detreit Edison Company, which supplies electricity in Defroit and a
7,600-square-mile area in southeastem Michigan, and Michigan
Consolidated Gas (MichCon). Customers: 2.1 mill. electric, 1.3 mill.
gas, Acquired MCN Energy 6/01. Has various nonutility operations.
Fleciric revenue breakdown: residential, 41%; commercial, 33%; in-

dustrial, 14%; other, 12%. Generating sources: coal, 72%; nuclear,
14%; gas, 1%, purchased, 13%. Fuel costs: 37% of revenues. '10
reported deprec. rates: 3.3% electric, 2.5% gas. Has 9,800 em-
ployees. Chairman, President & CEQ: Gerard M. Anderson. Inc.:
Michigan, Address: One Energy Plaza, Defroit, Michigan 48226~
1279. Tel.: 313-235-4000. internet: www.dteenergy.com.

Fied Charge Cov. (%) 205 223 262
ANNUAL RATES Past Past Est'd '08-'10
of change (persh) 10 Yrs. 5Yrs.  to'i4'16
Revenues 4.5%  3.0% 3.0%
“Cash Flow” 1.0% 4.5% 3.5%
Eamings ~- 2.5% 4.5%
Dividends 5% 1.0% 4.0%
Book Vaiue 35% 35% 3.5%

endar |Mar.31 Jun.30

Cal- | QUARTERLY REVENUES {§ mill) Full

Sep.30 Dec.31| Year

2008 | 2570 22561 2338 2170 [9329.0
2009 | 2255 1688 1950 2121 |B014.0
2010 | 2453 1792 2139 2173 | 85570
2011 | 2431 2028 2150 2191 | 8800

2012 | 2600 2050 2250 2350 | 9250

cal- EARNINGS PER SHARE A Full
endar {Mar31 Jun.30 Sep.30 Dec.31| Year

2008 13 A7
2009 | 1.09 51
2010 | 1.38 51
2011 | 1.04 87
2012 [ 115 .70

1.03 80§ 273

92 q2 | 324
.96 80 | 374
99 .90 | 360

100 90 | 375

endar | Mar.31 Jun.30

Cal- | QUARTERLYDNIDENDSPAID®a | Ful

Sep.30 Dec,31| Year

2007 53 53
2008 53 53
2009 53 53
2010 53 .53
2011 56 56

53 531 212
53 53| 212
53 53| 212
53 56 | 2145

5875

DTE Energy’s electric utility subsidi-
ary is awaiting a decision on its rate
case. Detroit Edison is seeking a rate hike
of $361 million, based on a return of
11.125% on a common-equity ratio of 49%.
The utility is also asking for a change in
its revenue decoupling mechanism so that
only the lost volume stemming from ener-
gy efficiency measures is considered. Thus,
Detroit Edison would benefit from a re-
bound in kilowatt-hour sales once the ser-
vice area’s economy starts to recover. The
staff of the Michigan Public Service Com-
mission (MPSC) is recommending a $162
million rate boost, and an administrative
law judge is proposing a raise of $156 mil-
lion. The staff and ALJ are recommending
a 10.15% return on a common-equity ratio
of 49%. In April, the utility self-
implemented an increase of $107 million,
under a regulatory mechanism that is
unique to Michigan. The MPSC’s order is
due in October.

We have raised our 2011 earnings esti-
mate by $0.15 a share, to $3.60. June-
quarter profits were better than we ex-
pected. Our estimate remains within man-
agement’s targeted range of $3.40-$3.70 a

share. Even so, profits are likely to decline
for the year because, in 2010, DTE’s nonu-
tility investments benefited from high coke
prices and a federal tax credit that wasn't
renewed. We look for earnings growth of
4% next year, based on improvement at
both the wutility. and nonutility sides of
DTE'’s operations.

A couple of projects are under devel-
opment. Detroit Edison is building a 102-
megawatt wind project at an expected cost
of $250 million. It should be in service in
late 2011 or early 2012. DTE has also
signed an agreement to build a pipeline
and gathering project to serve a gas pro-
ducer. This investment, which will amount
to about $280 million, should begin service
in mid-2002.

By utility standards, this timely stock
has a yield and 3- to 5-year total re-
turn potential that are somewhat
above the industry averages. Our long-
term projections could prove conservative
depending upon the success of DTE's
planned monetization of its acreage in the
Barnett Shale region of Texas. The compa-
ny intends to do this in 2012 or early 2013.
Paul E. Debbas, CFA  September 23, 2011

(A} Diluted EPS. Excl. nonrec, gains (losses):
'03, (16¢); '05, (2¢); ‘08, 1¢; '07, $1.96; 08,

50¢; "11, 52¢; gains (losses) on disc. ops.: '03, | historically paid in mid-Jan., Apr., July, and
40¢; '04, (6¢); "05, (20¢); '06, (2¢); '07, $1.20;

© 2011, Value Line Pubfishin
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'08, 13¢. 10 EPS don't add due to rounding.
Next earnings report due late Oct. {B) Div'ds

Oct. w Div'd reinvest. plan avail. {C} Inc!. in-

tang. In '10: $40.57/sh. (D) In mill. (E) Rate
base: Net orig. cost. Rate allowed on com. eq.
in "10 (electric and gas): 11%; eamed on avg.
com. eq., '10: 9.0%. Regulatory Climate: Avg.
LLC. Al ri%hts reserved. Factual material is obtained from sources befieved to be reliable and is provided without warranties of any Kkind.
OR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber's awn, non-commercial, internal use. No part
of it may be reproduced, resold, stored of transmitted in any printed, electronic or other form, of used for generaling or marketing any printed or electronic publication, service or product.
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J RECENT PE Trailing: 12.4 Y| RELATIVE DIVD 0
EDISON INTERNAT LNYSE-EIX PRICE 39.53 RATIO 14.2 Median: 11.0 /| PIE RATIO 1.01 YLD 3.3 /0
High:| 300 16.1] 196] 221 325] 492! 472| 603 | 557 | 367 | 394 402 i
ELNESs 3 weessrn | [OY) 3091 831 98| Ra| 53| 03| 58| B3| 87| Bi| 4| 23 Target Price Range
SAFETY 3 Reisedih5 | LEGENDS
— 1.59 x Dividends p sh 120
TECHNICAL 3 Lowered iz dvided by Inerest Rate 100
- Relative Price Strength 80
BETA .80 (1.00 = Market) o] I:gndgd Yes i o= - 64
2014-16 PROJECTIONS freas ok N = N N N N 8
Ann’l Total TN
Prié:e 62?3/ RGQ“;" — L YRR U 32
High 5 +25%, D L TS Ma—— e T A AT
low 30 ((-25%3 -3% iy [l 2
Insider Decisions I 20
DJFMAMJI J AP 16
By 100000000 e 12
Opfions 000101000 =
tose 000101000 T % TOT.RETURN9/M1 |8
Institutional Decisions THIS  VLARITHS
4010 fQaelt 200 | pereent STOCK INDEX |
to Buy 184 167 155 | shares ! h TR | tyr. 150 48 [
fo Sell 197 194 210 | traded N IIRIR R ] [l THH 3yr. 7.0 250 |
Hid's{000) 251635 248100 248068 THENRTIiE ] Il 1 S5yr. 76 166
1995 [ 1996 | 1997 | 1998 | 1999 2006 (2007 {2008 {2009 [ 2010 ; 2011 [2012 | ©VALUELINEPUB.LLC{14-16
1895 | 2043 | 2458| 2912{ 27.85| 3596 | 3510 | 3526 | 37.25 | 31.30 | 3638 | 3874 | 4025 | 4331 | 37.98| 38.09 | 3745 3865 Revenues persh 4,50
395! 445| 549 665| 720| d52| 435| 479 588 | 379! 699 725 760 | 8.08 79| 841 7.85 | 8.10 | “Cash Flow” per sh 5.00
166 164 1751 186 203 | d5.B4 130 | 182} 238 691 334) 328 332| 368 324) 335| 275| 280 |Earningspersh A 3.25
100{ 100 100 1.04| 1.08 83 -- -- -- 80 1.02] 110 118 1.23 1261 127 1.29 1.31 | Div'd Decl'd persh Bw 1.40
2481 1.75] 208] 275| 355| 4B7T| 286| 488 395 532] 5731 778 867 | 867 1007] 1394 1565 16.25 [Cap’l Spending per sh 13.25
1434 1507 4471} 1455 | 1501| 743| 10.04 | 1362 | 1652 | 1857 | 20.30 | 23.66 | 2592 | 29.21 | 30.20 | 3244 | 33.85] 3530 |Book Value persh © 40.25
4361 | 42457 | 375.16 | 35055 | 347.21 | 32581 | 325.81 | 32581 | a25.81 | 325.81 | 32581 | 325.81 | 320.81 [ 325.81 | 326.81 | 325.81 | 325.87 | 325.87 | Common Shs Outst’y P | 325.81
0.0 108] 137 151] 129 <00 78 70| NMF| f17] 130 160 124 97 1037 Bold figlres are |Avg Ann'l PIE Ratio 125
87 68 79 79 74 - 51 43 A0 | NMF 62 70 .85 75 .65 .66 Value|Line Relative P/E Ratio .85
60% | 57% | 42%| 37% | 41% | 39% - -- | BA% | 26% | 26% | 22% | 27% | 40% | 37%| """ |Avg AnnI Divd Yield 3.5%

LT Debt $12356 mill.
(LT interest eamed: 3.0x)
Leases, Uncapitalized Annual rentals $1.14 bill.
Pension Assets-12/10 $3.24 bill.

Pfd Stock $1028 mill,
4,800,188 shs. 4.08%-4.78%, $25 par, call. $25.50-
$28.75/sh. 8,000,000 shs. 5.349%-6.125%, $100
par; 1,250,000 shs. 6.5%, $100 liquidation value.
Common Stock 325,811,206 shs.

as of 8/1/11

MARKET CAP: $13 billion (Large Cap)

CAPITAL STRUCTURE as of 6/30/11
Total Debt $13397 mill. Due in 5 Yrs $2838.0 mill.
LT interest $773.0 mill.

Oblig. $4.08 bill.

Pfd Div'd $59.0 mill.

11436 | 11488 | 12135 | 10199 | 11852 | 12622 | 13113 | 14112 | 12374 | 12409 | 12200 | 12600 |Revenues ($mill) 14500
5361 | 644.0) 738.0 | 220.0 | 1132.0 | 1134.0 | 1151.0 [ 1266.0 | 1115.0 | 1153.0 960 985 | Net Profit ($mill) 1120
NMF | 37.8% | 224% -- | 26.0% | 31.4% | 27.3% | 30.7% | 33.0% | 32.1% | 32.5% | 32.0% lIncome Tax Rate 32.0%

-- | 33% 1 37% | 114% | 49% | 51% | 82% | 89% | 10.5% | 16.9% | 11.0% | 11.0% |AFUDC % to Net Profit 9.0%
73.3% | 66.6% | 68.1% | 60.5% | 54.6% | 51.3% | 48.1% | 51.2% | 48.3% | 51.8% | 51.5% | 51.5% |Long-Term Debt Ratio 53.5%
18.9% | 25.6% | 31.1% | 37.8% | 40.9% | 43.5% | 46.0% | 44.5% | 46.5% | 44.3% | 44.5% | 44.5% |C Equity Ratio 43.0%
17279 | 17352 | 17299 | 15995 | 16167 ; 17725 | 18375 | 21374 | 21185 | 23861 | 24875 | 25800 |Total Capital ($mill) 30400
8013.0 | 8247.0 | 12587 | 13475 | 14469 | 15913 | 17403 | 18969 | 21966 | 24778 | 28225 | 31825 |Net Plant ($mill) 39500

86% | 67% | 7.2% | 42% | 94% | 86% | B3% | 74%

6.9% | 63% | 55% | 55% [Returnon Total Cap’l 5.5%

ELECTRIC OPERATING STATISTICS
2008 200!

11.6% | 11.1% | 134% | 35% | 154% | 13.1% | 12.3% | 12.1% | 10.4% | 10.0% | 8.0% | 8.0% |Return on Shr. Equity 8.0%
13.6% | 11.9% | 13.6% | 3.5% | 16.7% | 14.0% | 13.0% [ 12.8% | 10.8% | 104% | 8.0% | 8.5% |Returnon ComEquityE | 8.0%
136% | 11.9% | 136% | NMF | 122% | 10.1% | 92% | 86% | 6.7% | 65% | 4.5% | 4.5% |Retainedto ComEq 4.5%

7% | 18% 1% | NMF . 28% | 31% | 33% | 35%

41% | 40% | 50% | 49% iAll Div'ds to Net Prof 46%

BUSINESS: Edison Intemational (formerly SCECorp) is a holding
company for Southem California Edison (SCE), which suppiies
electricity to 4.9 million customers in a 50,000 sq. mi. area in cen-
tral, coastal, and southern California (excl. Los Angeles and San
Diego). Edison Mission Group (EMG) is an independent power pro-
ducer. Electric revenue breakdown: residential, 40%; commercial,

45%; indusirial, 6%; other, 9%. Generating sources: nuclear, 20%;
gas, 8% coal, 6%; hydro, 5%; purchased, 61%. Fuel costs: 33% of
revs. '10 reported deprec. rate (utility): 4.1%. Has 20,100 empioy-
ees. Chairman, President & CEO: Theodore F. Craver, Jr. Inc.: CA.
Address: 2244 Walnut Grove Ave., P.O. Box 976, Rosemead, CA
91770. Tel.: 626-302-2222. Internet: www.edison.com.

9 10
% Change Retait Sales (KWH) +1.1 44 27
Avg. Indust. Use (MWH&WH 711 669 710
Avg. Indust. Revs. ﬁer ) 6.88 695 738
Capaily af Peak { whw NA NA NA
Peak Load, Summer & ) 22020 22412 22771
Annual Load Faclor { 5566 534 507
% Change Customers {yr-end) +3 +4 +5
Fied Charge Cov. {%} 298 268 240
ANNUAL RATES Past Past Est'd '08-'10
of change {persh) 10 Vrs. 5Yrs. 0’1416
Revenues 25%  2.5% 2.0%
“Cash Flow" 6.5%  8.0% 1.5%
Eamings -- 10.0% -1.0%
Dividends 25% 15.5% 2.0%
Book Value 95% 10.5% 4.5%

Cal- | QUARTERLY REVENUES (§ mill) Full

endar |Mar.31 Jun30 Sep.30 Dec.3t| Year
2008 | 3113 3477 4295 3227 | 14112
2009 | 2812 2834 3678 3050 |12374
2010 | 2810 2742 3788 3069 | 12409
2011 | 2782 2983 3535 2900 {12200
2012 | 2900 3000 3700 3000 | 12600
cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2008 92 79 13 66 | 368
2009 18 78 1.08 58 1 324
2010 10 62 146 58 | 335
2011 62 54 105 54 | 275
2012 .65 S5 105 55 | 280
Cal- | QUARTERLY DIVIDENDS PAID & m Full
endar |Mar31 Jun30 Sep.30 Dec.31| Year
2007 | .29 29 29 29 1.16
2008 | 305 305 305 305 | 1.22
2009 | 31 3t kil 3 1.24
2000 | 315 35 315 35 | 1.26
2011 | .32 32 32 32

Edison International’s utility subsidi-
ary has a rate case pending. Southern
California Edison is seeking increases of
$824 million next year, $136 million in
2013, and $532 million in 2014. New
tariffs will take effect at the start of 2012.
The current filing does not deal with the
cost of capital. In April of 2012, SCE will
put forth a cost-of-capital application.

The utility’s prospects are good. SCE
is performing well, and its earning power
rises as its rate base increases. In fact, the
utility forecasts that its rate base will rise
at a compounded annual growth rate of
8%-11% through 2014. Despite the positive
trends at SCE . ..

Earnings are headed down in 2011.
The rise in income we expect from the util-
ity will be outweighed by a significant
bottom-line decline at FEdison Mission
Group (EMG), the nonregulated side of
Edison International’'s business. Low
power prices are the problem. In fact, the
nonregulated operations are likely to fall
into the red this year. Management’s earn-
ings guidance of $2.60-$2.90 reflects a
$0.19-a-share deficit at EMG, compared
with a profit of $0.59 a share in 2010. We

expect just a slight earnings recovery for
the company as a whole in 2012.

Stricter environmental regulations
are a concern for Edison Internation-
al’'s nonregulated coal-fired assets. In
the current environment of low power
prices, the company must decide whether
market conditions justify the capital
spending needed to keep the plants operat-
ing in the long run. Although forward
prices for power to be sold in mid-decade
suggest that higher environmental costs
will eventually be reflected in market
prices, this doesn’'t necessarily mean that
Edison will make the upgrades.

We expect a dividend hike at the
board meeting in December. This has
been the pattern in recent years. We esti-
mate the same $0.02-a-share boost in the
yearly disbursement as in the past three
years. Edison wants to pay out 45%-55% of
SCE's (not the company’s) earnings, so as
long as the utility's income is rising, divi-
dend increases are probable.

This stock’s yield is low, by utility
standards. Total return potential to 2014-
2016 is unexciting, too.

Paul E. Debbas, CFA November 4, 2011

(A) Diluted EPS. Excl. nonrec. gains (losses):
01, $1.88; '02, $1.48; '03, (12¢); '04, $2.12,
09, (64¢); 10, 54¢; gain (losses) from disc.
ops.. ‘07, {1€); '09, (2¢); 10, 1¢; "1, (1¢). Incl.
© 2011, Value Line Publishing LLC. Alf rights reserved,

nonrec. losses: '00, $7.58; ‘01, $1.88. '09 & *10 [ avail. (C} Incl. defd charges. In 10: $13.34/sh.
EPS don't add due to rounding. Next earnings | (D) In mill. (E) Rate base: net orig. cost. Rate
report due late Feb. (B} Div'ds historically paid | all'd on com. eq. in '08: 11.5%; earned on avg.
fate Jan., Apr., July & Oct. = Div'd reinv. plan | com. eq., "10: 10.8%. Reg. Clim.: Abave Avg.

Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER 1S NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictty for subscriber's own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service o product.
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MARKET CAP: $2.6 billion (Mid Cap)

High:| 29.0| 27.6| 27.0] 328| 357] 328| 328| 334| 293| 205] 199 213 :
TMELNESS 3 Lowregtzno | Mioh:| 2801 278 270 3281 3500 3281 34| RE| R B3| R B3 12'?;19:: Z{,‘fg ngfg
SAFETY 3 Lowered 22608 | LEGENDS
—— .81 x Dividends p sh 64
TECHNICAL 3 Lowered 6 divided by Interes Rate
+ Relative Price Strength 48
BETA 75 (100~ Marke) 0 gogidarias lndlcale recessions 40
2014-16 PROJECTIONS a2 ~rrot Lrerereeey o 32
Ann'l Total 115§ 1,10 ' SR weconnintlll. . TENS NN N PO RN PSR R 24
Price  Gain  Return [N A . T i o 20
High 25 (+30%) 11% [ TSk A
Low 16 (15%) 1% S e 18
lnsnierDeclsnons T R 12
ONDJFMAMJ I
By 010000010 8
Opions 0 0 0000000 -6
oSl 000000010 % TOT. RETURN 811
Institutional Decisions R R THS  VLARITH:
42010 1Q20%4 202014 STOCK INDEX
N S AL C A R e e T e it mon oM
to Sel traded 6 i T | AR T CTTTO n mANIAINN [$1 - =3 - -
HAslilt)_B00BD 94368 94349 | - A Hllllﬂﬂﬂﬂﬂﬁﬂllllllllllll THLTLE il NI Sy -162 331
1995 | 1996 | 1997 [ 1998 | 1999 | 2000 | 2001 | 2002 { 2003 | 2004 | 2005 [ 2006 | 2007 {2008 [ 2009 {2010 [2011 {2012 | ©VALUELINEPUR.LLC|{14-16
1431| 1460| 14471 1547] 1450] 1802] 2361 | 2691 31.04 | 3313 | 3485 | 3330 | 37.89 | 14.00 | 1451 | 1662 1690 16.15 |Revenues persh 19.25
4060 390| 391| 421| 363 463 470| 440 469 | 475| 454 | 386| 424 | 3.08| 327| 412| 355 3.65 [“Cash Flow” persh 475
1921 168| 169| 189| 126| 205 158| 204| 227| 246| 218| 162| 186 | 146| 103 153| 1.20] 1.45 {Eamnings persh A 175
1541 159 162| 64| 166| 1.86| 166| 166| 166 166| 166| 166) 166| 166] 83! 83| .83| .83 |DividDecldpershBam 110
2201 1661 205| 197| 287 687 438| 191| 219 266| 449 | 605] 615| 886 | 643| 476| 475| 405 |CaplSpending persh 350
1450 | 1471| 1419| 1441| 1397 | 1488| 1259 | 1358 1382 | 1535 | 1637 | 16.70 | 1848 | 21.38 | 2062| 21.26 | 21.65| 21.50 |Book Value per sh © 23.50
61911 6107 610T| 6101 61.91| 61.97| 6191 | 69.20| 60.06 | 74.37 | 74.74 | 80.35 | B6.23 | 119.06 | 13542 | 135.71 | 736.00 | 755.00 |Common Shs Oufstg P | 155.00
1227 1591 1701 57 WO | 24| 18| 14| 122| 126 40| 183 | 163 | 205| 160 12.1| Bold fighres are |Avg Anmi PIE Rafio 715
82! 100 98; 82| 144 8| 81| 1| 70 67| 75| e8| 87| 123] 107] 78| ValelLine |Relative PIE Ratio 75
65% | 59%| 56%| 55% | 6.6% | 65%| 66% | 7.3% | 6.0% | 54% | 55% | 56% | 55% | 7.0% | 50%| 45% | *"P*  |Avg Ann'l Divd Yield 5.5%
CAPITAL STRUCTURE as of 6/30/11 14619 | 1861.9 | 21495 | 2464.0 | 26049 | 2675.3 | 32671 | 1670.1 | 1965.0 | 22555 | 2300 | 2500 |Revenues ($mill) 3000
Total Debt $3975.8 mill. Due in 5 Yrs $1721.1 mill. | 1000 | 129.2| 159.0 | 1788 | 164.2 | 1276 | 1502 | 1185 | 1356 | 2417 | 165| 215 |Net Profit (Smill 280
h‘Td‘);g;f?gi’liB;g;'}e tmﬁgiggfg mil 5% | 27.2% | 34.2% | 24.1% | 18.7% | 21.0% | 30.1% | 34.5% | 25.0% | 31.7% | 34.0% | 34.0% |Income Tax Rate 34.0%
mandatory conversion ey 128% | 10% | 18% | 20% | 21% | 84% | 10.6% |46.8% | 57.0% | 25.7% | 6.0% | 7.0% |AFUDC %toNetProfit | d4.0%
(LT interest eamed: 2.0x) 53.1% | 53.5% | 538% | 44.8% | 475% | 30.6% | 40.7% | 49.7% | 53.2% | 50.0% | 52.0% | 50.5% |Long-Term Debt Ratic | 51.0%
Leases, Uncapitalized Annual rentals $17.9 mill. 44.6% | 44.7% | 44.4% | 534% | 50.9% | 67.5% | 57.9% | 49.6% | 46.2% | 49.2% | 47.5% | 49.0% |Common Equity Ratio 48.5%
Pension Assets-12/10 $353.8 mil. 7474 | 2102.8 | 215456 | 21371 | 2403.3 | 1988.4 | 2700.8 | 5146.2 | 60445 | 5867.6 | 6210 | 6840 |Total Capital ($mill 7500
Pid Stock $38.0mil._ Pid Div,g‘;‘;gém1-4 mill- | 26237 | 2604.1 | 27008 | 27345 | 27656 | 3066.2 | 34445 | 60813 | 6651.1 | 6892.3 | 7085 | 7365 |Net Plant ($mill 7925
390,000 shs. 3.80% fo 4.50% (all $100 par & 75% | 71% | 90% | 10.1% | 82% | 7.9% | 75% | 35% | 39% | 5.3% | 45% | 4.5% |Returnon Total Cap' 55%
cum.), callable from $101 to $103.70. 12.2% | 13.2% | 16.0% | 15.1% | 13.0% | 9.2% | 9.9% | 46% | 48% | 7.2% | 55% | 6.5% |Returnon Shr. Equity 7.5%
Common Stock 136,007,431 shs. as of 7/29/11 12.6% | 13.6% | 164% | 15.5% | 13.3% | 8.4% | 101% | 46% | 48% | 7.3% | 55% | 6.5% |ReturnonCom Equity E| 7.5%

ELECTRIC OPERATING STATISTICS

NMF | 23% | 44% | 51% | 3.2% | NMF 8% | NMF
104% | B3% | 73% | 68% | 76% | 104% | 91% | NMF

8% | 34% | 20% | 2.5% |Retainedto Com Eq 3.0%
81% | 54% | 68% | 57% All Div'ds to Net Prof 62%

BUSINESS: Great Plains Energy Incorporated is a holding compa-
ny for Kansas City Power & Light and two other subsidiaries, which
supply electricity to 825,000 customers in western Missouri (71% of
revenues) and eastem Kansas (28%). Acq'd Aguila 7/08. Sold Stra-
tegic Energy (energy-marketing subsidiary) in '08. Electric revenue
breakdown: residential, 41%; commercial, 38%; industrial, 9%;

other, 12%. Generating sources: coal, 66%; nuclear, 14%; gas &
oil, 2%; wind, 1%; purchased, 17%. Fuel costs: 28% of revs. '10 re-
ported deprec. rate (utility): 3.0%. Has 3,000 employees. Chairman
& CEO: Michael J. Chesser. President & COO: Temy Bassham.
Inc.: MO. Address: 1200 Main St., Kansas City, MO 64105, Tel.:
816-556-2200. Intemet: www.greatplainsenergy.com.

2008 2009 2010
% Change Retail Sales (KWH) +225 +18.1 +5.6
Avg. Indust. Use (M M 966 1367 1429
Avg. Indust. Revs. per KWH () 523 547 589
Capaity at Peak (Mw)WW 4164 6336 6272
Peak Luad Summer {Mw) 3495 5347 5531
A Load Fadnr( 528 513 528
% Change Customers (avg.) +6  -1.2 +2
Fired Charge Cov. (%) 188 144 218
ANNUAL RATES Past Past Est'd '08-'10
of change (persh) 10 Yrs. 5Yrs. f0'14-"16
Revenues -5% -14.5% 4.0%
“Cash Flow" 1.5% -55% 5.5%
Eamnings -3.5% -11.5% 6.0%
Dividends -4.0% -8,0% Nil
Book Value 4.0% 7.0% 2.0%

Cal- | QUARTERLY REVENUES (Smill) | Fun

endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2008 |297.6 3350 5936 4439 (1670.1
2009 |419.2 4805 587.7 4776 (1965.0
2010 [506.9 5520 7288 467.8 (22555
2011 4929 5651 742 500 (2300

2012 {550 600 80O 550 |2500

Cal- EARNINGS PER SHARE A Full
endar {Mar.31 Jun.30 Sep.30 Dec.31| Year
2008 | d.07 15 .92 .06 | 118
2009 05 28 57 A0 | 1.03
2010 15 A7 96  dod | 153
2011 01 Kl 73 A5 1 1.20
2012 a5 35 .80 15 | 145

endar

Cal- | QUARTERLY DIVIDENDSPAIDB= | Fup
Mar.31 Jun.30 Sep.30 Dec3i| Year

2007 | 415 415 415
2008 | 415 A6 415
2009 | 2076 2075 2075
2010 | 2075 2076 2075

2011 | 2075 2075 2075

415 | 166
415 | 166
2075 .83
20051 .83

This has been a difficult year for
Great Plains Energy. An extended out-
age at the Wolf Creek nuclear plant cut
share earnings by $0.05 in the June quar-
ter. Flooding in the Midwest has reduced
the amount of coal that can be delivered to
the company’s plants. The reliance on
more-costly sources of power is a problem
for Kansas City Power & Light, which
lacks a fuel adjustment clause in Missouri.
This will lower profits by an estimated
$0.08-50.12 a share in the second half of
2011. And, the weak economy is lessening
the demand for power. Any volume growth
this year is likely to come from the effects
of an unusually hot summer. Finally, the
service area was hit with severe storms in
August. Not all has gone wrong; in June,
the utilities received rate hikes in Mis-
souri. All told, Great Plains figures profits
will wind up in a range of $1.10-$1.25 a
share this year. We have trimmed our esti-
mate by a nickel a share, to $1.20.

Regulatory lag is a problem. The
normal delay in recovering costs will hurt
share net by an estimated $0.20 this year
and $0.22 next year. To combat this prob-
lem, the utilities plan to file rate cases in

late 2011 or early 2012. They also want
the states to institute regulatory mechan-
isms, such as rate riders and cost trackers,
that will enable quicker cost recovery.

We were too optimistic about the com-
pany’s prospects for 2012. In our June
report, we forecasted earnings of $1.60 a
share next year, but upon reporting June-
quarter results, management issued guid-
ance of $1.35-$1.55 for 2012. So we cut our
estimate by $0.15. We now believe a divi-
dend hike won't come until 2013, although
we don't rule one out in 2012. Great Plains
is targeting a payout ratio of 50%-70%.
The Kansas commission approved a
project for environmental retrofits to
the LaCygne coal-fired station. The
portion of the $615 million project that is
allocated to Kansas will be $281 million.
The rest of the costs are allocated to Mis-
souri. The utility will have to recover the
expenditures through a general rate appli-
cation in each state.

We believe this stock’s yield isn’t high
enough to compensate investors for
the uncertainties that the company is
facing.

Paul E. Debbas, CFA  September 23, 2011

{A) Excl. nonrec. gains (losses): ‘00, 49¢; ‘01, | don’t add due to change in shares or rounding. { *10: $8.05/sh. (D) In mil. (E) Rate base: Fair Company'’s Financial Strength B+
($2.01);'02, (5¢); ‘03, 29¢; '04, (7¢); '09, 12¢; | Next earnings report due early Nov. (B} Divids | value. Rate allowed on com. eq. in MO in '11: | Stock’s Price Stability 95
historically paid in mid-Mar., June, Sept. & Dec. { 10%; in KS in "10: 10%; eamed on avg. com. | Price Growth Persistence 10

gain (losses) on discont. ops.: '03, (13¢); ‘04
10¢; '05, (3¢); ‘08, 35¢; '09, (1¢). '08-'10 EPS

= Div'd reinvest. plan avail. (C} Incl. intang. In | eq.,
@ 2011, Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.

’10: 7.3%. Regulatory Climate: Average.
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05, {1¢);
(9¢). Next egs. due mid-Feb. (B) Div'ds histor.

nonrec. gain (ioss): '05, 11¢; '07,

adj. for split. (E) Rate base: Orig. cost. Rate

@ 2011, Value Line Publishing LLC. All ri%hls resefved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
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THE PUBLISHER 1S NOT RESPONSIBLE

RECENT PE Trailing: 21.0 Y| RELATIVE DIVD 0
HAWAIAN ELECTRIC wvsee 5 24.96 [ 18.5Gaime i) 131110 5.0% A |
TMELNESS 3 Lowearinaro | Hiohi] 1201 2081 248) 200) 298] 208 209 275 298] BT\ 22| 54 Target Price Range
SAFETY 3 Lowred5809 | LEGENDS
—— 0,82 x Dividends p sh 64
TECHNICAL 3 Lowered 101281 divided by Interest Rate
«+ =+ Relative Price Strength 48
BETA .70 (1.00 = Market) 2-for-1 split  6/04 PP - 40
201416 PROJECTIONS_ | “Bloded mess indicale rcessions + =qm==t e T NN E— 2
. . Annl Total PEPACICLAN A TTINTIL 10 AT L0 il 2
g 300 (20% 9% I i — S e 20
fah 39 (A 9% [Lempleml - 16
Insider Decisions e = 12
DJFMAMJIJA| ™ y S P
By 001200101 - 8
opfions 1 00001000 | 5
oSl 100202100 ’ R % TOT. RETURN 911
institutional Decisions THIS VL ARITHS
qmi et 200 | parcent . STock oEX
::g:l{ 3-1, g; Zﬁ‘ ‘srgzr:ds Tl il I TR T PERENIAN ] “ ii i IMNNAM i 3)};:. —0,3 Z.gg -
Hifs[oog) 35955 38026 36557 0N EAa T AL RO ORI ELREDENAL: 58sie e AL DR LR Sy. 187 166
19951996 | 1997 [ 1998 [ 1999 | 2000 | 2001 [ 2002 | 2003 | 2004 | 2005 [ 2006 |2007 {2008 [ 2009 {2010 [2011 [2012 | ©VALUE LINEPUB.LLC|14-16
2176 | 22861 22851 2312 2364 26.05| 2426 | 2246 | 2349 | 2385 2736 3021 | 3040 | 3556 | 2496 2814 3230 | 3595 |Revenues persh 40.25
273 281 3.01 3.23 3.35 3.08 3.33 352 | 354 3.09 322 319 | 301 212 2.59 2.88 3.05 3.30 | “Cash Fiow” per sh 375
133 130 138 1481 145 127 160 162¢{ 158 136 146 133 1.4 1.07 91 1.21 130 | 145 |Earnings persh A 200
119 1.21 1.22 1.24 1.24 1.24 1.24 124 1.24 1.24 1.24 1.24 1.4 1.24 1.24 1.24 1.24 1.24 |Div'd Decl'd per shBm 1.30
327 3337 231 260 2091 204 177 174 215 2686 276 | 258 | 262 | 312 320 182 315] 3.60 |Cap'l Spending per sh 6.00
1225 12521 12771 1287 1346 | 1272 1306 | 14.21| 1436 | 1501 | 1502 | 1344 | 1529 | 1535 | 1558 ) 1567 15.85| 16.05 |Book Value persh ¢ 18.00
5955 61.71] 63.79| ©64.23| 6443 | 6598| 7120 | 73.62| 7584 | 80.69 | 80.98 | 81.46 | 8343 | 90.52 | 9252 | 94.69| 96.00 | 96.00 [Common Shs Outst'g P | 108.00
135 13.7 13.2 134 12.1 129 118 135 138 18.2 18.3 203 216 | 232 19.8 18.6 | Bold figures are | Avg Ann’l PIE Ratio 12.0
80 86 76 70 .63 B84 .60 74 79 101 87 1.10 115 1.40 1.32 118 ValueiLine Relative P/E Ratio .80
66% | 68%| 67%| 62% | 74% | 75% | 66% | 57% | 57% | 48% | 46% | 46% | 52% | 50% | 69% ! 55% | PP |AvgAan'Divid Yield 5.5%
CAPITAL STRUCTURE as of 6/30/11 1727.3 | 1653.7 | 1781.3 | 1924.1 | 2215.6 | 2460.9 | 2536.4 | 32189 | 2309.6 | 26650 | 3100 | 3450 |Revenues ($mill) 4350
Total Debt $1440.0 mill. Due in 5 Yrs $300.9 mill. | 1008 | 1202 | 1201 | 1096 | 1203 | 1099 | 936 | 922 | 848| 1154| 125| 140 |Net Profit (mill) 210
LT Debt §1382.5 mil. LT Interest $76.0 mil. {35533 pu 34.9% | 45.8% | 364% | 36.5% | 354% | 34.7% | 34.1% | 37.0% | 35.0% | 35.0% |Income Tax Rate 32.0%
incl. $50 mill. 6.5% oblig. pfd. sec. of trust subsid. N o N " N o o " o " N "
(LT interest samed: 3.2%) 59% | 48% | 51% | 7.6% | 59% | 84% | 83% | 142% | 206% | 74% | 6.0% | 8.0% |AFUDC %toNetProfit | 26.0%
Pension Assets-12/10 $832.4 mill, 56.9% | 52.0% | 48.6% | 47.6% | 45.2% | 49.9% | 47.6% | 46.0% | 48.0% | 44.5% | 45.0% | 46.5% |Long-Term Debt Ratio 46.0%
Oblig. $1.17 bill. | 41.6% | 46.5% | 49.8% | 51.0% | 53.3% | 48.6% | 51.0% | 52.7% | 50.7% | 54.3% | 53.5% | 52.5% |Common Equity Ratio 53.0%
Pfd Stock $34.3 mill. _ Pfd Div'd $2.0 mill. 22358 | 22510 | 2186.9 | 23751 | 22839 | 2252.7 | 2501.8 | 2635.2 | 28408 | 27329 | 2840 | 2945 |Total Capital ($mill) 3700
114,657 shs. 494% to %%, $20 par. call. $20t0 | 0g75 | 20793 | 2311.9 | 24223 | 25428 | 26475 | 27434 | 20074 | 3088.6 | 3165.9 | 3295 | 3465 | Net Plant (Smill 4500
$21; 120,000 shs. 7%%, $100 par. call. $100. . 0 0 > S 0 5 o 5 9 5 5 ; S
Sinking fund ends 2018, 67% | 73% | 73% | 60% | 68% | 64% | 52% | 47% | 43% | 56% | 55% | 6.0% |RetumonTotalCapl | 7.0%
Common Stock 95,877,918 shs. 14% | 114% | 10.7% | 88% | 96% | 97% | 71% | 65% | 58% | 76% | B.0% | 9.0% |Return on Shr. Equity 10.5%
as of 7/21111 11.6% ] 11.3% | 108% | 89% | 97% | 99% | 72% | 65% | 58% | 7.7% | 8.0% | 9.0% |Returnon ComEquity E| 10.5%
MARKET CAP: $2.4 billion (Mid Cap) 44% | 43% | 39% | 11% | 15% | 7% | 8% | 5% | NMF| 14% | .5% | 1.5% [Retainedto ComEq 3.5%
ELECTRIC OPERATING STATISTICS 63% | 63% | 64% | B7% | 85% | 93% | 89% | 93% | NMF| 82%| 95% | 86% |AllDiv'ds to NetProf F 67%
9, Change Retad Sales (KWH) 2q|°g 29202 291“1) BUSINESS: Hawaiian Electric Industries, Inc. is the parent compa-  rev. breakdown: res'l, 33%; comm', 34%; large light & power, 32%;
Avg. ndust, Use (MWH 6623 6403 6352 | ny of Hawaiian Electric Company (HECO) & American Savings other, 1%. Generating sources: oil, 60%; purchased, 40%. Fuel
Avg. indust. Revs. per KWH (¢} 2536 17.68 21.41 | Bank (ASB). HECO & its subs., Maui Electric Co. {(MECO) & Hawaii costs: 54% of revs. "10 reported depr. rate {util.): 3.5%. Has 3,400
gﬁgﬁﬂmﬁ{ﬁpf %W) %SS %g‘% %ggg Electric Light Co. (HELCO), supply electricity to 446,000 customers  empls. Chairman: Jeffrey N. Watanabe. Pres. & CEO: Constance
AnnualLoa'dFador(% 753 722 738 |Oon Oahu, Maui, Molokai, Lanai, & Hawaii. Operating _companies' H. Lau. Inc: HI. Address: 900 Richards St, P.O. Box 730,
% Change Cuslomers (yr-end) +.1 +5 +.5 | systems are not interconnected. Disc. int| power sub. in '01. Elec. Honolulu, HI 96808-0730. Tel.: 808-543-5662, Web: www.hei.com.
Ficed Charge Cov, %) 255 234 soo | Hawaiian Electric Industries is trying Maui Electric Company (MECO) has
ANNUAL RATES Past past Estd'terp| to marrow the gap between its utili- filed a rate case, and Hawaii Electric
chengefpersh)  #0¥ris.  5Yrs.  wo4ts | ties’ allowed and earned returns on Light Company (HELCO) will follow
Revenues 20% 35% 55% | equity. In recent years, the allowed re- suit in 2012. MECO is seeking a tariff
“Cash Flow” -15% -35%  55% | turns on equity of HEI's three utilities hike of $27.5 million (6.7%), based on a re-
Eﬁ,ﬂgﬁgs 25%  -6.0% 111’.%0//‘; have been 10% or higher. The utilities turn of 11% on a 56.85% common-equity
Book Value 20% 10% 25% | haven't come close to earning their alc-1 ratio. Once MECO and HELCO receive in-
" lowed ROEs due to rising expenses and terim rate orders, they will begin to bene-
eg;:r MggﬁRTEE:'YS%EVSEE’l’JS%{Sg\;llc.)m ;;‘a"r declining kilowatt-hour sales that resulted fit from the same regulatory rgnechanisms
2008 17206 7741 9154 7998 132189 from the weak economy and energy effi- under which HECO now operates.
2009 15438 5258 6203 6195 |23006 | ciency measures. For the 12 months that The mnew regulatory mechanisms
2010 16190 6557 6946 6957 26650 | ended on June 30th, their combined ROE should boost the company’s earning
2014 (7106 7943 7951 800 |3fop | was just 5.81%. So, the company proposed potential. Another benefit to the bottom
2012 1825 850 875 000 |3450 | regulatory mechanisms that decouple elec- line is the improved return on assets at
Cal EARNINGS PER SHARE A Fan | triC revenues and electric volume and pro- American. Savings Bank. However, it ap-
endar |Mar31 Jun30 Sep.30 Deci| Year | vide for annual rate adjustments for capi- pears as if the earnings recovery will come
2008 1 41 B 4 % 1 1o7| t&l spending and higher operating and more slowly than we had anticipated, so
000 | 22 A7 37 A5 ‘s | maintenance expenses. HEI's largest utili- we have cut our 2011 and 2012 share-
M0 | 29 31 35 98 | 12¢| ty, Hawaiian Electric Company (HECO), earnings estimates by $0.10 and $0.05,
2014 30 28 .37 35| 13| has already been granted these mechan- respectively.
2012 35 35 A0 35 | 145| isms {(and is benefiting from an interim We are not enthusiastic about these
cal- | QUARTERLYDIVIDENDSPADEat | puy | Tate hike of $53.2 million), but the annual shares. Despite the lack of dividend
endar | Mar.31 Jun30 Sep.30 Decdi| Year adjustments will occur on June Ist, not at growth for more than a decade—and the
2007 3 31 31 31 | 124 the start of the year. This will make jt likelihood of no increase for a few more
2008 31 31 31 31 | 1o4| harder for HECO to accomplish its target years—the yield is less than one percent-
2009 31 3t 31 34 | 424 of earning an ROE that is within one per- age point above the utility average. That is
M0 | 31 31 31 31| 1o4] centage point of its allowed ROE of 10% in not an attractive valuation, in our view.
2014 31 24 31 2012. Paul E. Debbas, CFA November 4, 2011
{A) Dil. EPS. Excl. gains (losses) from disc. paid in early Mar., June, Sept., & Dec. m Divid | ail'd on com. eq. in '11: HECO, 10%; in '07: Company'’s Financial Strength B+
ops.. '00, (56¢); "01, (36¢); '03, (5¢); '04, 2¢; | reinv. plan avail. T Sharehidr. invest. plan avail. | HELCO, 10.7%; in '07: MECO, 10.7%; eamed | Stock's Price Stability 90
{C) Incl. intang. In "10: $5.92/sh. (D} in mill., on avg. com, eq., "10: 7.7%. Regul. Climate: Price Growth Persistence 20

Avg. (F) Excl. div'ds paid through reinv. plan.

Earnings Predictabilty i 70
To subscribe call 1-800-833-0046.




MARKET CAP: $2.0 billion (Mid Cap)

144% | 7.0% | 42% | 7.2% | 62% | 8.9% | 6.8% | 7.6%

’ RECENT PIE Trailing: 14.2 }| RELATIVE DIVD 0/
|DACORP' INCI NYSE-ipA PRICE 39.83 RATIO 12.8(Median: 15.0 /| PIE RATIO 0.91 YLD 3.0 0
High: 53.0 484 41.0 30.2 329 32.1 40.2 39.2 35.1 328 37.8 40.7 o
TIMELINESS g lonered 1410 | (%) l 259| 336| 2009| 206| 253| 262| 200 301| 219| 209 300/ 339 et e Range
LEGENDS
SAFETY Lowered 2/14/03 D chidends p
TECHNICAL 3 Lowered /121 dvided by nerest Rale 80
-+« « Relative Price Strength 50
BEYA .70 (1.00 = Market) Oggogse:d Yes indi . 20
kG PROJECTIONS B e - L 40
) At Totall L i [T s A TR O T L
Price  Gain  Return |75 Wyt il L | 30
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Low 35 (10%) Nl [ s ] 20
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Institutional Decisions THIS  VLARITH®

402010 10201 20201 Percent 15 = : STOCK INDEX
i paely N 1 1yr. 8.6 4.8

b BN g chares 10 ITIIA T TTTROR LTV EEATTI A T HminITATe sy 455 2o [

Hidsigon) 33237 34091 34537 SRR TRARERDIT A RERIN, SNSRI LA RN i T Syr. 202 16§

1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 [2008 | 2009 [ 2010 | 2011 [2012 | SVALUELINEPUB.LLC]14-16
1451| 15381 1990 | 29.83{ 1750 | 27.10| 15010 | 2443 | 2041 | 20.00 | 2045 | 2123 | 1951 | 2047 | 2192 | 20897 | 2200 | 23.75 |Revenues persh 24.50
3890 4050 422| 489! 450| 563 583 | 408 350| 412| 387| 488 | 44t | 427| 507| 523 555| 555 |“Cash Flow" persh 6.15
2400 221| 232| 237| 243| 350| 335| 163 96| 190 | 175| 235| 486 | 218 | 264| 295[ 310 305 |Earningspersh A 3.30
186] 1.86] 186 186| 1.86| 186| 18| 186 170| 420| 120! 120| 120| 120 120 120! 1.20| 1.20|DivdDecldpersh Bta| 150
23| 249 351 27| 285| 373 478| 353| 385| 473| 453 b516| 639 519 | 526| 6B5| 630| 6.00 |Cap)Spending persh 6.70
18451 1847 1883| 1942| 2002 21.82| 2345| 2301 | 2254 | 2388 | 24.04 | 2577 | 2679 | 27.76 | 2947 | 31.01| 3250 | 33.65 Book Value persh © 39.20
STE1| 3761 3761| 3761 3761| 3761| 37.63| 3602 | 3834 | 42.02 | 4266 | 43.63 | 45.06 | 46.92 | 47.90 | 4941 | 50.00 | 50.50 |Common Shs Outstg B | 51.00
T34 37| 136| 44| 127| 108| 114| 188 265] 155| 167 | 154 | 182 ] 138 | 10.2| 11.B| Boldfighres are |Avg Anil PIE Rafio 130

8| 8| .78f 75| 72| 71| s8| 103) 151 82| 89| 82| 67| 84| 68| 76| Vaweline |Relative PIE Ratio 85
7.2% | 61% | 59% | 54% | 6.0% | 49%| 49% | 60% | 67% | 41% | 41% | 34% | 35% | 40% | 45% | 34% | "™ |AvgAnnIDivd Yield 2.6%

CAPITAL STRUCTURE as of 6/30/111 | 56480 | 9288 | 7827 | 8445 | 8595 | 9263 | 8794 | 9504 | 1049.8 | 10360 | 100 | 1200 Revenues ($mill) 1250

Total Debt $1489.0 mill. Due in 5 Yrs $205.0mill. | 1300 | 663 | 404 77.8| 637 1004 | 823 | 984 | 1244 1425| 55| {155 |NetProfit (Smill 170

'(-LTT?;‘;‘TES‘;*:;?;‘_"; OX;-T Interest $75.0 mill. Ba% | o1 - | -- | T60% | 13.3% | 14.3% | 16.3% | 15.2% | NNF | 15.0% | 30.0% |Income Tax Rate 30.0%

e 34% | 3.0% | 75% | 39% | 47% | 40% | 97% -- -- --|  Nil|  Nil |AFUDC % to Net Profit Nil

Pension Assets-12/10 $397.0 mill. 46.4% | 49.2% | 50.8% | 48.3% | 50.0% | 45.2% | 48.9% | 47.6% | 50.2% | 49.3% | 47.0% | 47.0% |Long-Term Debt Ratio 43.0%

Oblig. $569.9 mitt. | 47.9% | 47.9% | 464% | 50.7% | 50.0% | 54.8% | 51.1% | 524% | 49.8% | 50.7% | 53.0% | 53.0% |Common Equity Ratic | 51.0%

prd Stock N 1818.0 | 1826.0 | 1862.5 | 1987.8 | 2048.8 | 2052.8 | 2364.2 | 2485.9 | 2807.1 | 30204 | 3045 | 3200 |Totai Capital ($mill 3900
Stock None 1886.0 | 19065 | 2088.3 | 2209.5 | 2314.3 | 24181 | 2616.6 | 2758.2 | 2017.0 | 31614 | 3250 | 3400 |Net Plant ($mill 4050
Common Stock 49,711,638 shs. 87% | 5% | 3.7% | 53% | 45% | 6.2% | 47% | 53% | 517% | 6.0% | 6.0% | 6.0% |Returnon Total Capl 5.5%
as of 7/20/14 133% | 7% | 44% | T7% | 62% | BS% | 6.8% | 7.6% | 89% | 93% | 9.5% | 9.0% [Returnon Shr. Equity 8.5%

89% | 9.3% | 95% | 9.0% [ReturnonComEquity E| 85%

ELECTRIC OPERATING STATISTICS

8.3% | NMF | NMF| 27% | 13% | 43% | 24% | 34%
58% | 113% | NMF | 65% | B80% | 51% | 64% | 55%

48% | 55% | 6.0% | 5.5% |RetainedtoCom Eq 45%
46% | 41% | 39% | 39% Al Div'ds to Net Prof 45%

% Change Retail Sales (KWH) 2[10‘13 2?2 2?31 ‘1] BUSINESS: IDACORP, inc. is the hoiding company for ldaho Revenue breakdown: residential, 39%; commercial, 22%; industrial,
Avg. Indust. Use (MWH N/A N/A  NJ/A | Power, a ufility that operates 17 hydroelectric generation develop-  13%; other, 26%. Fuel and purchased power cost: 30% of '10 reve-
Avg. Indust Revs. per KWH (¢} 365 4.51 450 | ments, 2 natural gas-fired plants, and partly owns three coal plants nues; 2010 depreciation rate: 3.0%. Fuel sources: hydro, 51%;
g:gﬁgaﬁtgzﬁgwkﬁw] 32‘&\ 354“} Zwﬁ across Ildaho, Oregon, Wyoming, and Nevada. Service territory thermal, 48%. Has 2,032 employees..Chrmn. & CEO: J. LaMont
Arnual Load Facdor (S,‘ N/A N/A  N/A | covers 24,000 square miles with estimated population of one mil-  Kean. Inc.: Idaho. Address: 1221 W. Ildaho St., Boise, iD. 83702,
% Change Customers {yr-end) +1.6 +86 +.4 | lion. Sells electricity in ldaho (85% of revenues) and Oregon (5%). Telephone: 208-388-2200. Internet: www.idacorpinc.com.

Fited Charge Co. (%) 261 280 278 | IDACORP recently filed a gemeral denied, IDA still receives nearly two-thirds
ANNUAL RATES Past Past Eotdts-10| Late case settlement stipulation. of its origi{lal non-NPSE request, which
ofchangepersh)  10Yrs.  5Yrs.  to'1s | Recall, Idaho Power filed a general rate seems relatively fair given the regulatory

Revenues 15% 10% 25% | case back on June 1Ist requesting an addi~ environment in Idaho. The utility should
Eg?nﬁg Fsiow 5 1519%';/; f‘-g:/o tional $82.6 million in annual revenues. be able to earn decent returns in 2012.
Diidodss 439 25% 40% | The increase was comprised of approxi- Langley Gulch is on pace for a mid-
Book Value 35% 45% 50% | mately $71.3 million related to revenue re- 2012 compl(‘ejtion. The 300-megawatt nat-

; quirement categories other than net power wural gas-fired plant will immediately be-
egzla'r Ma?quTJEE,E.Y;,%EVSEB: 52(3 gle",':)m 5:;',. supply expenses (non-NPSE) and $11.3 come a foundational piece of IDA’s egergy
2008|2134 2302 2097 2174 | 9604 million associated with net power supply portfolio. The company may still need to

2009 |228.6 2436 3245 2531 |10498 | expenses (NPSE). However, several issues tap equity markets to shore up financing.

2010 |2505 2418 3094 2323 140360 | in the case were contested, resulting in The yield is lacking relative to the in-

2011 |2511 2350 345 2689 [4100 | IDA filing a settlement stipulation on Sep- dustry. Shares of IDA are currently yield-

2012 |285 280 355 280 |f200 | tember 23rd. The stipulation provides for ing 3.0%, more than one full percentage

cal. EARNINGS PER SHARE A Fal 1 @ decrease of $25.8 million of the re- point below the 4.2% utility group average.
endar |Mar31 Jun30 Sep30 Dec3i| Year | quested non-NPSE recovery, resulting in a Indeed, the payout ratio has been on the

2008 | 48 39 114 47 | 218] $45.5 million increase in the non-NPSE decline for the past several years. How-

2000 | 40 58 115 48 | 264 | components. The stipulation also provides ever, with the steady earnings growth we

2010 | 34 8 139 40 | 295| that $22.8 million associated with the project out to 2014-2016, we believe direc-

2014 60 42 160 .48 | 3.46| recovery of NPSE would not be included in tors may be in a position to increase the

2042 60 55 135 55 | 305| base rates, but would instead be eligible dividend at some point over this time.

Cal. | QUARTERLY DIVIDENDS PAID 3% | oy | for 100% cost recovery through Idaho Investors seeking wutility exposure
endar |Mar31 Jun.30 Sep30 Dec31| Year | POWer's power cost adjustment mechan- may find better options elsewhere

2007 | 30 0 30 30 120 Ism If approved, it would result in a within the group. Based on our es-

2008 | 30 30 30 30 150 | 4-07% overall increase in the utility’s base timates, total return potential over the 3

2009 | 30 30 30 30 4ng| rate revenues, effective January 1, 2012. to 5-year period is below average by utility

2010 | 30 30 30 30 1o0| We view the settlement stipulation standards.

2011 | 30 30 30 positively. Although the full amount was Michael Ratty November 4, 2011
(A) EPS diluted. Excl. nonrecurring gains | Aug., and late Nov. m Div'd reinvestment plan | lowed on com. eq. in Idaho in '08: 10.5%; | Company's Financial Strength B+
(loss): 00, 22¢; '03, 26¢; '05, (24¢); '06, 17¢. | avail. T Shareholder investment plan avail, (C} | eamed on avg. system com. eq., '10:.9.3%. | Stock’s Price Stability 100
Next earnings report due early Nov. {B) Div'ds | Incl. deferred debits, In "10: $17.12/sh. (D) In | Regulatory Climate: Above Average. Price Growth Persistence 45
historically paid in late Feb., late May, late | mill. (E) Rate Base: Net original cost. Rate al- Earnings Predictability 85
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SAFETY 2 Rasediou | LEGENDS 120
- 083 x Di sh WPS Inte,
TECHNICAL 3 Lowersd g dided by st Rate “” 100
.+ Relative Price Strength = = 80
BETA .90 (1.00 = Market) Options: Yes . b—-"" 64
2014-16 PROJECTIONS aded arcas Jnokcate recessions | T e N O D A T e 1
. _ Ann'l Total : - T __—H [HRt L R R SRR
Price  Gain  Return e LT i TP
High 55 (+15%) 8% It
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ONDJFMAMIJ T ™ e 16
By 001000000 12
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Integrys Energy Group was created as a| 2001 | 2002 | 2003 ;2004 | 2005 | 2006 | 2007 |2008 | 2009 | 2010 | 2011 [2012 | ©VALUELINE PUB, LLC|14-16
holding company on February 21, 2007 to| 8580 | 8355 | 417.07 | 131.26 | 173.37 | 160.01 | 13544 | 18486 | 98.71| 67.27 | 6220 65.15 |Revenues persh 73.50
oversee the entire operations of the recently| 527| 591| 623| 698| 740| 633 | 5198 | 469 | 534 670| 665| 695 |“CashFlow” persh 8.00
merged WPS Resources and Peoples Ener-| 274 | 274| 276| 407 409 | 351 | 248 | 58| 228 324| 330| 3.50 Earningspersh A 4.00
gy. WPS acquired Peoples in an agreement| 208 | 212| 216§ 220| 224| 228| 256 | 288 | 272| 272 272| 272 |DivdDecldpershBmt| 272
under which each common share of[ 798| 7.46| 477 7.8 1031 | 784 | 517 ] 7.01| 585| 335| 540 7.60 |Cap]Spending persh 7.75
Peoples was converted into .825 share of | 2296 | 2445 | 2718 | 2930 | 3247 | 3561 | 4258 | 40.79 | 37.62| 37.57 | 37.80| 38.65 |Book Value persh © 41.75
WPS common. The combination took the | 3718 | 3207 | 3.1 | 37.26 | 40.16 | 43.06 | 7500 | 7589 | 7506 | 77.35| 78.30| 78.30 |Common Shs Outstg O | 78.30
new name of Integrys Energy Group. All[" 25| 140 #48| 115| 134 T147{ 214 307 | 14.8] 14.7 | Bokd figiwes are |Avg Al PIE Rafio 120
data on this page prior to 2/21/07 are for 64 76 8| 6 " 790 144 185 99 94| Valweline Relative PJE Ratio .80
WPS Resources only. 6.4% | 55% | 53% | 47% | 4.1% | 44% | 48% | 55% | 81% | 57% estimates Avg Ann’l Div'd Yield 5.7%
CAPITAL STRUCTURE as of 6/30/11 26755 | 26749 | 4321.3 | 4890.6 | 6962.7 | 6890.7 | 10292 | 14048 | 7499.8 | 5203.2 | 4950 | 5100 {Revenues ($mill} 5750
Total Debt $2340.1 mill. Due in 5 Yrs $1000.6 mill. | gn7 | o944 | 945 1562 | 1574 | 1516 | 1811 | 1248 | 1782 2559 265| 280 |NetProfit ($mil) 315
}-LTT‘?etbt”t”‘rfeg‘,""‘- 2x)LT Interest $119.4 mil. "5 ey 70 8% | 26.3% | 16.1% | 22.9% | 225% | 32.2% | 23.1% | 415% | 404% | 38.0% | 36.0% [Income Tax Rate 38.0%
Leases, Uncapitalized Annual rentals $9.8 mil. --| 32% ] 25% | 7% | 1.0% | 5% | 7% | 58% | 45%| % | 20%| 20% |AFUDCY%toNetProfit | 20%
Pension Assets-12/10 $1.08 bill. 47.1% | 48.3% | 45.3% | 43.1% | 39.0% | 44.8% | 40.8% | 42.1% | 45.1% | 42.2% | 39.0% | 38.5% |Long-Term Debt Ratio 45.0%
Oblig. $1.42bill. | 46.3% | 45.8% | 52.1% | 54.4% | 58.7% | 53.4% | 58.3% | 57.0% | 53.9% | 56.8% | 60.0% | 59.5% |Common Equity Ratio 54.5%
Pfd Stock §51.1 mil, Pfd Div'd $3.1 il 1544.8 | 1708.3 | 1926.2 | 2008.6 | 22224 | 28719 | 5552.0 | 5438.7 | 5304.4 | 51185 | 4920 | 5070 |Total Capital (Smill) 6025
g]gfﬁg shs. 5.00% to 6-E6%, /ff;'gab}jl ilgjulgf 14636 | 1610.2 | 1828.7 | 2002.6 | 20484 | 25348 | 44638 | 47733 | 49451 | 50134 | 5175 | 5510 |Net Plant ($mil) £500
tve 100 par ' 68% | 70% | 6.1% | 88% | 80% | 64% | 45% | 35% | 46% | 62% | 6.5% | 6.5% [ReturnonTotalCapl | 6.5%
Common Stock 78,287,906 shs. 9.9% | 10.7% | 8.0% | 13.7% | 11.6% | 9.6% | 55% | 40% | 61% [ 87% | 9.0% | 9.0% |Returnon Shr. Equity 9.5%
as of 72811 10.8% | 14.7% { 8.1% | 14.0% | 11.8% | 97% | 55% | 3.9% | 61% | B8.7% | 9.0% | 9.0% [Returnon ComEquity E| 9.5%
MARKET CAP: $3.8 billion (Mid Cap) 27% ¢ 31% | 2.0% | 6.6% | 53% | 34% -- | NMF [ NMF| 23%| 15%| 20% |RetainedtoComEq 3.0%
ELECTRIC OPERATING STATISTICS 6% T4% | T9% | 54% | 56% ; 65% | 99% | NMF | 118% | 74% [ 81% | 77% Al Div'ds to Net Prof 69%
%, Change Relal Seles (KWH) 2_0103 2310% 2:)31(2) BUSINESS: Integrys Energy Group, Inc. is a holding company for  al, 28%; larg commercial & industriaf, 19%; other, 23%. Generating
Avg,cgluse KIWH 14412 NA NA | Wisconsin Public Service, Peoples Gas, and four other utility sub-  sources: coal, 62%; other, 4%; purchased, 34%. Fuel costs: 64% of
Avg. C & | Revs. per KWH (¢) 7.52 NA NA | sidiaries. Has 491,000 electric customers in WI and M, 1.7 million revenues. 10 deprec. rates (utility): 2.4%-3.6%. Has 4,500 employ-
gggmagtggfnk"(‘%) ) 1N7/1\ 22‘32 g%? gas customers in W, IL, MN, and Mi. Also has retail electric and ees. Chairman, President & Chief Executive Officer: Charles A.
Anual Loa'dFactur(Slu NA NA NA | gas marketing operations in the Northeast and Midwest. Electric Schrock. Inc.: WI. Address: 130 East Randolph Street, Chicago, IL
% Change Customers (yr-end) +5 +.2 +.4 | revenue breakdown: residential, 29%; small commercial & industri-  60601. Tel.: 312-228-5400. Internat: www.integrysgroup.com.
Fied Charge Cov, (%] 149 219 314 | Integrys Energy’s utilities have five ing. Integrys estimates that this shortfall
ANNUAL RATES Past Past Estd 0810 rate cases pending. After a d1sapp01n‘t- will hurt net profit by $37 million in 2011.
ofchange fpersh)  10¥rs,  5¥s. to't4ts | ing_rate order in Wisconsin took effect in (The comparable figure for 2010 was $20.4
Revenues 85% -35% -7.5% | early 2011, Wisconsin Public Service put million) Rate relief will narrow the gap,
(Cash Flow* won  o%  o0% | forth a “limited reopener” regulatory filing  but almost certainly won't eliminate it.
Daidedss 0%  40% Np | in which the utility sought an ‘electric Integrys Energy Services isn’t experi-
Book Value 7.0% 55%  1.5% | tariff increase of $32.ZI mirz/llion. A rul&ng is encing (tjhe growth that management
; expected by yearend. In Michigan, Upper expected, following a major restructurin
egg; Mg%IR TEE%F;EVSES;JE%(SQSBM 5::, Peninsula Power is seeking an electric in 2010 that refocused this operation botﬁ
2008 | 2983 3417 3223 3419 |isoas | tate hike of $7.7 million, based on a in product line and geographically. Market
2009 | 3201 1428 1288 1573 | 74998 10-75% return on equity. The utility will conditions haven't been as good as expect-
2010 | 1903 1015 0898 1287 | 5203 self-implement a rate increase at the start ed for retail energy providers such as In-
201 11627 1011 1012 1300 | 4956 | of 2012, and the commission’s order is due tegrys. (Management still likes this busi-
2012 | 1650 1050 1050 1350 | 5100 | in mid-2012. On the gas side, the compa- ness and has no plans to exit it.) Thus, we
cal- EARNINGS PER SHARE A ran | IY's two utilities in Ilinois are seeking a have cut our 2011 and 2012 share-
endar |Mar31 Jun30 Sep30 Dec3t| Year| total increase of $121.8 million, based on a earnings estimates by $0.10 each year, to
2008 | 177 31 d77 27 | 15| 10-85% ROE. The state commission’s staff $3.30 and $3.50, respectively. Our 2011 es-
2008 | 8 45 63 31 | 228! is recommending a total raise of $46.8 mil- timate is within the company's targeted
2010 | 95 8 56 9 | 324| lion, based on an ROE of just 8.75%. A rul- range of $3.24-$3.44.
2011 | 156 38 51 85 | 230! ing is due by mid-January. In Minnesota, This stock’s main attraction is its high
2012 | 1.60 A5 55 90 | 350| the utility is requesting a $15.6 million dividend yield. It is more than one per-
cal- | QUARTERLY DVIDENDS PAD Bt | py | increase, based om a 10.75% ROE. It is centage point above the utility mean. How-
endar |Mar31 Jun30 Sep30 Dec3| Year | Now collecting interim rate relief of $7.5 ever, the stock is already trading within
2007 | 5825 66 66 56 256 million (subject to refund). A decision is our 2014-2016 Target Price Range, and
2008 | 67 & & 87 2pg| targeted for the first quarter of 2012. the lack of dividend growth potential sug-
2009 | 68 68 68 .68 272| The utilities’ inability to earn their al- gests that it has little appeal for the long
2010 | 68 68 68 68 2771 lowed ROEs is an ongoing problem. term.
2011 | 88 68 .68 That’s why so many rate cases are pend- Paul E. Debbas, CFA  September 23, 2011

éA) Diluted EPS. Excl. nonrecur. losses: '09, | torically paid mid-Mar., June, Sept.,, and Dec.
3.24; '10, 41¢ net; gains (loss) from discont. | = Div'd reinvestment plan avail. T Shareholder
ops.: ‘07, $1.02; ‘08, 6¢; '09, 4¢; '11 (1¢). Next | investment plan avall. (C) Ind. intang. [n "10:
earnings report due early Nov. (B) Divids his- | $27.64/sh. (D) In mill. (E) Rate base: Net origi-
© 2011, Value Line Publishing LLC. All rights reserved. Factual material is obtained from sowrces befieved to be refiable and is provided without warranties of any kind,
blication is strictly for subscriber's own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic pubfication, service o product.

THE PUBLISHER IS NOT RESPONSIBLE

OR ANY ERRORS OR OMISSIONS HEREIN. This
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iTC Holdings was incorporated in the state
of Michigan in 2002 for the purpose of ac-
quiring ITC Transmission, which was a sub-
sidiary of The Detroit Edison Company. The
acquisition was completed in 2003, ITC

.- - --1 442 618| 5271 993 | 1244
. - --1 1057 204 73] 328} 4N
- -- - 08| 1.08 92| 168] 219
- - - -- 53] 108 113 118

1240 | 1374 | 14.35| 16.30 |Revenues per sh 22,00
433 459 505) 6.05|“CashFlow" persh 8.75
258 284 330! 3.85 |Earningspersh A 5.50

125 1.3 138} 1.43 |Div'd Decl'd persh B 1.70

Holdings went public on July 26, 2005, via
an initial public offering of 12.5 million

- - --| 250 357 395] 669 809
-- -- -~ 1 6411 792 1255 1312 | 1871

8.08 766 | 1280 17.35 |Cap’l Spending per sh 16.50
2020 | 22.03 | 24.00 | 26.40 |Book Value per sh © 3575

shares at $23.00 a share. The deal was un-

- - -- | 3068 | 3323 | 4240 4292 | 4965

50.08 | 50.72 | 52.00| 52.75 |Common Shs Outst'g P | 55.00

derwritten by Lehman Brothers, Morgan
Stanley, and Credit Suisse First Boston.

CAPITAL STRUCTURE as of 6/30/11

s s - -1 263 3B0] 276 232

17.1] 200 | Bod figgres are |Avg Ann’l PIE Ratio 17.0

Total Debt $2565.8 mill. Due in 5 Yrs $780.4 mill.
LT Debt $2565.8 mifl. LT Interest $143.7 mill.

(LT interest earned: 2.5x)

-- - - - 140| 178 147| 140| 114| 128 \vaweltine IRelative PIE Ratio 115
. - . | 9% | 35% | 24% | 23% | 28% | 23% | = |Avg Ann'l Divid Vield 1.8%
. - -1 1264 2053 | 2236 | 4262 | 6179 | 6210 6968 | 745 860 |Revenues ($mill 1215
- - 0 26| 37| 332] 733 1092 130.9] 1457 170|205 |NetProfit {$mill) 315
= P - 39.0% | 35.3% | 29.2% | 33.3% | 38.1% | 37.2% | 36.1% | 37.0% | 37.0% |Income Tax Rate 0%

.- .- -- 1 80.2% | 10.1% | 15.0% | 14.7% | 13.8%

13.1% | 11.9% | 15.0% | 17.0% |AFUDC % to NetProfit | 11.0%

Pension Assets-12/10 $24.7 mill,
Oblig. $45.1 mill.

i -- -1 T1.1% | 66.3% | 70.3% | 724% | 70.8%
- -- -1 28.9% | 33.7% | 29.7% | 27.6% | 29.2%

70.6% | 69.1% | 68.0% | 65.0% |Long-Term Debt Ratio 65.0%
29.4% | 30.9% | 32.0% | 35.0% |Common Equity Ratio 35.0%

Pid Stock None

Common Stock 51,296,413 shs.
as of 7/22111
MARKET CAP: $3.8 billion (Mid Cap)

- - -- ] 680.0 | 7806 | 17945 | 20415 |3177.3 | 3445.9 | 36143 | 3885 | 4070 Total Capital ($mill) 5725
-- -- --| 513.7 | 603.6 | 1197.9 | 19604 | 2304.4 | 2542.1 | 2B72.3 | 3445 | 4245 |Net Piant ($mill} 6350
-- - --| 23% ] 62% | 30% | 57% | 54% | 57% | 64% | 6.5% | 7.0% |Retum on Total Cap'l 7.5%

. - - | 13% | 132% | 6.2% | 13.0% | 11.8%
-- -- - 13% | 13.2% | 6.2% [ 13.0% | 11.8%

12.9% | 13.0% | 13.5% | 14.5% |Return on Shr. Equity 15.5%
12.9% | 13.0% | 13.5% | 14.5% [Return on Com Equity E| 15.5%

CURRENT POSITION 2009 2010 6/30/11
(SMILL.

- - --| 13% | 65% | NMF | 45% ! 54%
. - - -- 1 50% | 115% | 66% | 54%

6.8% | 7.% | 8.0% | 9.5% |Retainedto ComEq 11.0%
48% | 45% | 41% | 37% |All Div'ds to Net Prof 30%

BUSINESS: ITC Holdings Corp. engages in the transmission of
electricity in the United States. The company operates primarily as
a conduit, moving power from generators to focal distribution sys-
tems either through its own system or in conjunction with neighbor-
ing fransmission systems. Acquired Michigan Electric Transmission
Company 10/06; Interstate Power & Light's fransmission assets

12/07. Has assets in Michigan, lowa, Minnesota, lllinois, Missouri,
and Kansas. Operations are regulated by the Federal Energy Regu-
latory Commission (FERC). '10 reported depreciation rate: 2.4%.,
Has about 400 employees. Chairman, President & CEO: Joseph L.
Welch. Inc.: Michigan. Address: 27175 Energy Way, Novi, Michigan
48377. Tel.: 248-946-3000. internet: www.itctransco.com.

Cash Assets 74.9 95.1 81.2
Receivables 72.3 804 93.2
Inventory (FIFO) 36.8 42.3 39.7
Other 110.0 33.9 32.8
Current Assets 294.0 2517 2469
Accts Payable 43.5 67.0 98.2
Debt Due -- -- .-
Other 103.2 1154 1449
Current Liab. 146.7 1824 2431
Fix Chg. Cov. 244% 244%  254%

ANNUAL RATES Past Past Est'd’08-'10

of change (persh)  10Yrs. 5Yrs.  to'14'16
Revenues -- -- 9.5%

“Cash Fiow" -- -~ 12.5%
Earnings -- -- 14.0%
Dividends -- .- 5.5%
Book Value -- --  10.5%

Cal- | QUARTERLY REVENUES (§ mill) Full
endar |Mar.31 Jun30 Sep.30 Dec.31| Year

2008 | 141.9 1606 1633 1521 | 6178
2009 | 1560 1572 1513 1665 | 621.0
2010 | 161.3 1685 178.0 1880 | 696.8
2011 | 1794 1851 190  190.5 | 745
2012 | 210 215 215 220 860

Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun30 Sep.30 Dec.31| Year

2008 53 57 .56 54 | 219
2009 57 61 74 66 | 258
2010 87 Ny 75 1) 284
2011 81 83 .84 .82 | 330
2012 .94 96 .98 96 | 3.85

Cal- QUARTERLY DIVIDENDS PAID B Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year

2007 | 275 215 .29 .29 1.13
2008 | .28 28 305 305 | 119
2009 | 305 305 .32 32 1.25
2010 | 32 32 33 335 | 1.3
2011 | 335 336 3526

ITC Holdings is not like other electric
utilities. It is the sole publicly traded
transmission-only company. The company
operates under a formula-based ratemak-
ing system that accounts for expected capi-
tal spending and increases in operating ex-
penses. (Certain costs, such as devel-
opmental expenses, are not reflected in the
formula.) ITC’s four subsidiaries are al-
lowed very healthy returns on equity of
12.16% to 13.88%. As the statistical array
above shows, earnings have risen rapidly
since 2007. Profits should continue to ad-
vance as the company's growing capital
budget is reflected in rates. With the
release of second-quarter results, manage-
ment raised its 2011 earnings target by a
nickel a share, to $3.25-$3.35. We are
sticking with our estimate of $3.30, which
is at the midpoint of this range. Our 2012
forecast remains $3.85 a share.

The company has plenty of opportuni-
ties to invest capital. A good deal of
maintenance capital spending is neces-
sary, especially at one subsidiary, ITC
Midwest, which has an aging system that
is in the bottom quartile in sustained out-
ages. (Two other ITC subsidiaries are in

the top docile.) The company also builds
transmission that is needed for renewable
projects. Finally, the company’s newest
unit, ITC Great Plains, has three projects,
which are on budget and on schedule, that
will expand transmission capacity in Kan-
sas, Nebraska, and Oklahoma. ITC Great
Plains plans to spend $517 million on
these projects from 2011 through 2015.
The board of directors raised the divi-
dend last month. The hike was $0.07 a
share (5.2%) annually, which is within
ITC's goal of 4%-5% yearly growth in the
disbursement. Even after the increase,
however, the yield is not just low for a util-
ity, but is below the median of all
dividend-paying stocks under our cover-
age. Unlike for the typical utility issue, in-
vestors focus more on total return than on
just dividends.

We have a neutral opinion of ITC
stock. The company’s solid performance
and good prospects have not gone un-
noticed. The stock is up 20% this year. At
the current quotation, it doesn't stand out
for either the year ahead or the 3- to 5-
year period.

Paul E. Debbas, CFA  September 23, 2011

(A) Diluted eamings. Quarterly eamings don’t | Dividends historically paid in early March,
add to full-year fotal in ‘08 due to rounding. | June, September, and December,

Next earnings report due late October. gC)
(B) Quarterly dividend initiated 9/16/05. | $22.
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91/sh. (D) In millions.

(E) Rates allowed on common equity: 12.16%-
3,88%. Eamed on avg. common equity, *10:
includes intangibles. in "10: $1.2 billion, 13 5%. Regulatory Climate: Above Average.

Company’s Financial Strength B++
Stock’s Price Stability 90
Price Growth Persistence 85

Earnings Predictability
To subscribe call 1-800-833-0046..



http://www.itctransco.com

Pepco Holdings, Inc. (PHI) was formed on
August 1, 2002, upon the merger of Poto-
mac Electric Power Co. (PEPCO) and Con-
ectiv. in the $2.2 billion deal, PEPCO com-
mon stockholders received ohe common
share in PHI for each of their shares, and
Conectiv investors exchanged each of their
common shares for $25 worth of PHI stock
and cash, prorated 50/50.

2001 2002F | 2003 | 2004 | 2005 | 2006 ] 2007 2008

RECENT 18 86 PIE 1 5 3 Trailing: 12.9'\{ RELATIVE 1 13 DV'D 5 70/
NYSE-POM PRICE ' RATIO o) \ Median:NMF /{ PEE RATIO | YLD /0
. High:] 21.9] 206 21.7] 245 270] 307] 206( 187 198 204 ;
TIMELINESS 3 Raisd 2510 l 1 Low: | 183| 16| 16| 203| 218| 242| 153| 10| 151| 166 1;:{192{ ggfg Rzagfg
SAFETY 3 Lomwedt/iiy | LEGENDS _
2 i — ey o
TECHNICAL Raised 7/29/11 ] igeerse;en g?he o
BETA .80 (1.00 = Market) Oggozgzd es i ) — 0
[ 2014-16 PROJECTIONS _ _(—=roeefrees Tilear st . il chiuiatiit RN [N S — R
_ Anp'l Total it Y0 24
Price  Gain  Return 17 " PP P L %
High 30 (+60%) 176% /ARG OO i 2 SR A TT e P
Low 18 " (5%) 5% it 1
Insider Decisions 12
SONDJFMAM
By 000000000 IR U 8
Options 0 0 0 0 0 0 00O G | &
Sl 000000000 % TOT. RETURN 7111
institutional Decisions N THS VLARTH
oo 4Q2090 10201 | poreant i STOCK NDEX |
toBuy 150 161 152 shares " iy, 170 212 [©
to Sell 19 132 134 traded el gl et Tt v L ITTHTEE 3yr. 86 21 [
Hifsiaor) 125477 115863 125507 T AN SRR SRR Sy 08 486

2009 {2010 | 2011 [2012 | ©VALUELINEPUB.LLC[14-16

5020 | 4111 | 4233 | 3835 4249 | 4357 | 46.71 | 48.88
487 | 312} 380| 371 367 347| 330 35
216 179 135 146] 149 133) 153 183

.- 42| 100] 100] 100 104} 104 | 108

4166 | 31.27 | 29.50 | 27.25 {Revenues per sh 28.00
2821 287) 3.00| 3.00}“Cash Flow” persh 3.65
1061 124 125| 1.25 [Eamingspersh A 1.65

108 | 108| 1.08| 1.08 |Divid Decl'd persh Bw 1.16

5351 306 348 2751 246 247| 311 357
1841 | 1817 1748 17.87 | 1888 | 1882} 20.04 | 18.44

389| 356 440| 4.60 [Cap'l Spending per sh 4.00
1915} 1879 | 19.00 | 20.00 |Book Value per sh € 21.20

158.70 | 164.85 | 171.77 | 188.33 | 189.82 | 181.93 200:51 218.91

222.21 | 225.08 | 227.00 | 235,00 |Common Shs Outst’g D | 250.00

- N3] 134 136 149} 181} 1821 122
-- 62 76 12 78 98 97 3

13.7 14.0 | Boid figures are | Avg Ann’l PIE Ratio 14.0
81 90| |Velvelline  |Relative PIE Ratio .95
74% ] 6% | estpres

Pension Assets-12/10 $1.6 bill. Oblig. $2.0 bill.
Pfd Stock None

Common Stock 225,385,875 shs.

as of 7/3111

MARKET CAP: $4.3 billion (Mid Cap)

- | 21%.| 55% | 5.0% | 45% | 43% | 37% | 46% Avg Ann'| Div'd Yield 5.0%

CAPITAL STRUCTURE as of 6/30/11 . 79865 | 67773 | 72713 | 7221.8 | 80655 | 8362.9 | 9366.4 | 10700 | 9250.0 | 7030.0 | 6700 6400 |Revenues {$mill 7000
Total Debt $4205 mill. Due in 5 Yrs $1450 mill. 3680 | 2049 | 2452 | 2613 | 2774 | 2544 | 2965 | 400.0 | 235.0| 276.0| 285} 290 |Net Profit (Smill 410
1{#&33;73;";'(’,‘;20)(;3 Interest $300 mil. 36.8% | 17.0% | 18.3% | 38.7% | 38.8% | 30.1% | 39.3% | 20.6% | 31.0% | 18.8% | 40.0% | 40.0% |Income Tax Rate 20.0%
e 45% -- -- -- -1 Nil{  Nil |AFUDC % to Net Profit Nil

53.4% | 58.7% | 63.1% | 59.7% | 57.1% | 54.6% | 54.1% | 56.2%
41.0% | 364% | 35.6% | 39.6% | 42.3% | 45.1% | 45.8% | 43.8%

53.8% | 49.0% | 48.0% | 48.5% |Long-Term DebtRatio | 48.0%
46.2% | 51.0% | 52.0% | 51.5% |Common Equity Ratio 52.0%

71230 | 8228.9 | 8433.3 | 8494.0 | 8469.3 | B004.0 | 8753.0 | 9568.0 | 9203.0 | 82820 | 8300 | 9100 | Total Capital (Smill) 10200
6352.0 | 6798.0 | 6964.9 | 7088.0 | 7312.0 | 7576.6 | 7876.7 | 8314.0 | 8863.0 | 7673.0 | 7700 ; 7750 |Net Plant ($mill) 8000
8.8% | 46% | 48% | 50% | 50% | 51% | 51% | 58% | 45% | 51% | 5.0%| 50% [Return on Total Cap’l 7.0%

1.0% | 87% | 7.9% | 76% | 76% | 70% | 74% | 8.5%
126% { 92% | 7% | T7% | 70% | 7.0% | 74% | 8.5%

55% | 65% | 6.5%| 6.0% |Retumn on Shr. Equity 1.5%
55% | 65% | 6.5% | 6.0% |ReturnonCom EquityE | 7.5%

ELECTRIC OPERATING STATISTICS
2008 2

003 2010
% Change Retal Sales (KWH) 28 25 +41
Avg. Resid] Use (KWH) 10503 10395 11253
Avg. Resid] Revs. &erKWH(ﬂ N/A N/A  NA
Capacity at Peak { wh 4606 4647 N/A
PeakLcad, Summer (M) N/A  NA  NA
Annual Load Factor (%) N/A  NA  NA
% Change Customers {yr-end) Nil +6 411
Fixed Charge Cov. {%) 263 188 204

126% | 53% | 20% | 25% | 24% | 1.5% | 23% | 4.2%
--| 46% | 75% | 68% | 69% | 78% | 6B% | 56%

NMF 8% 1| 10%| 1.0% |Retained to Com Eq 2.5%
101% | 87% | 85% | 88% |AliDiv'dsto Net Prof 71%

BUSINESS: Pepco Holdings, Inc. consists mainly of three electric
utility subsidiaries: Potomac Electric Power Co., serving Washing-
ton, D.C. and adjoining areas of Maryland; Delmarva Power, which
serves the peninsula area of Delaware, Maryland and Virginia; and
Atlantic City Electric, serving southem New Jersey. In July 2010,
Pepco sold competitive energy business (Conectiv Energy) to Cal-

pine Corp. Electricity customers: 1.8 million; gas customers:
123,000. Electricity breakdown: residential, 30%; commercial, 49%;
other, 21%. 2010 depreciation rate: 2.6%. Has approximately 5,014
employees as of 12/31/10. Chrmn., Pres. & CEO: Joseph M. Rigby.
inc.: DE. Address: 701 Ninth Street, NW., Wash., D.C. 20068. Tel-
ephone.: 202-872-2000. Internet: www.pepcoholdings.com.

ANNUAL RATES Past Past Est'd '08-'10

of change (persh)  10Yrs. 5Yrs.  to'1416
Revenues -1.0% -- NMF
“Cash Flow" -3.5% -3.5% 2.5%
Earnings -5% -5% 2.5%
Dividends -- 1.5% 1.0%
Book Value 5%  1.0% 2.0%
Cal- QUARTERLY REVENUES ($ mill. Fult

endar Mar.31 Jun30 Sep.30 Dec.31| Year

2008 |2640 2518 3059 2481  [10700
2009 (2520 2065 2538 2135 9259
2010 (1819 1636 2087 1517 7039
2011 |1634 1409 2000 1657 | 6700
2012 [ 1600 1500 1800 1500 6400

Cal- EARNINGS PER SHARE A6 Full
endar Mar.31 Jun30 Sep.30 Dec.31| Year

2008 48 53 59 32 ) 193
2009 21 By .56 48 | 1.06
2010 16 34 52 25 | 124
2011 21 42 A1 A5 | 125
2012 .25 30 A5 25 | 125

Cal- | QUARTERLY DIVIDENDS PAID B » Full
endar Mar.31 Jun.30 Sep.30 Dec.3i| Year

2007 | .26 .26 26 26 1.04
2008 § .27 27 21 27 1.08
2009 | 27 27 21 21 1.08
2010 | .27 21 27 27 1.08

We have raised our 2011 earnings es-
timate for Pepco Holdings. The Wash-
ington, DC-based utility reported second-
quarter earnings of $0.42 a share, easily
surpassing our estimate of $0.25. The beat
can be attributed to better-than-expected
power delivery earnings, reasonable regu-
latory treatment, and an income tax ad-
justment. The company realized a tax
benefit of $17 million ($0.08 a share) in
the quarter stemming from a resolution
with the IRS related to a previous settle-
ment. All told, we have added a nickel to
our full-year earnings estimate, now $1.25
a share. Management reaffirmed its guid-
ance of $1.10-$1.25, noting the result
would likely come in at the upper end of
the range.

Maryland regulators approved a
settlement agreement in Delmarva
Power’s electric base rate case. The
Maryland Commission granted an annual
rate increase of $12 million, or 1.4%, effec-
tive July 8th. Although the return on equi-
ty was not specified, an ROE of 10% was
authorized for purposes of calculating the
allowance for funds used under construc-

In our view, the 10% ROE will likely be
representative of the actual figure. The
commission also established a group that
will explore methods to address regulatory
lag issues.

The MAPP transmission project may
experience further delays. The PJM’s
power needs assessment for the project is
still ongoing with a completed evaluation
expected by the end of August. Although
Pepco believes MAPP will be needed
eventually, it thinks that it is going to be
pushed back further than the original
June, 2015 in-service date (which manage-
ment indicated could be several years).
Any sort of delay will likely have a nega-
tive impact on our long-term earnings out-
look, and also result in a restructuring of
the company's five-year construction ex-
penditure forecast.

This neutrally ranked stock offers one
of the highest yields in the industry.
Shares of POM are currently yielding an
attractive 5.7%, well above the utility
mean of 4.4%. Income-oriented investors
?ay want to consider taking a position

ere.

2011 | 27 27 tion and regulatory asset carrying charges. Michael Ratty August 26, 2011
{A) Based on dil. shs. Excl. nonvecur. items: | Div'd reinvest. plan. (C) Incl. defd chgs: '09, | (06-Del.), NJ: 10.3% ('10-ACE); Eamed on "10 | Company's Financlal Strength B
‘01, 30¢; '03, d69¢; ‘04, 1¢; '05, 47¢; ‘06, d1¢; | $2.6 bill. or $11.70/sh. (D) In mill. {E) Rate al- | avg. com. eq., 6.5%. Reg. Clim.. Avg. (F} Pre- | Stock’s Price Stability 95
'08, 46¢; 10, 62¢. Next egs rpt early Nov. (B) | lowed in MD: 8.83% ("10-Pepco), 10.0% ('08- | '03 results pro forma. Price Growth Persistence 25
Divids paid in late March, June, Sep., and Dec. | Delmarva); DC: 9.6% ('10-Pep.); DEL: 10.0% | (G) Qtrly egs. may not add due to chng. in shs. | Earnings Predictability 70
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RECENT PIE Tralfing: 15.6 Y| RELATIVE DIVD 0
PGAE CORP. wyse.2cc S 42,22 141 Gake BN 10000 43%0E |
TMEUNESS 2 mesonn | o] SB[ 23] 238) 20 248 4011 482] w220 457 428] dae) 480 Target Price Range
SAFETY 2 Raisedin06 | LEGENDS 120
= 1.37 x Dividends p sh
TECHNICAL 2 Rased 1071411 divded by Interest Rate — 100
-+ Relative Price Strength m= | 80
BETA .55 (1.00=Market) OgII;DSZd Yes inicat . 64
2 PROJECTIONS e e u B S ES Sl CLEELS ENEE 8
N dAss [EOTEMAN B IO
Price- Gain  Retum . N AT = L R e I
High 55 (+30% 11:/: 3f'"+ l;l /
low 40 (-5%) 4% P I 2
Insider Decisions Sem 20
DJFMAMIJIJA * 16
wByy 000000 O0O0OD N . 8 1
Ogiors 0 0 0201001 7 N
wsel_000f0 01001 ) O NMEesep |0 f1 | L 5 e [T T, : %TOT.RETURN 911 |8
Institutional Decisions s}gcnsx vwggn
102011 20204
e m%m???: 05203(11’ 05?4 shares I I Al i Y R
m:am)zesaes 272389 281883 | 70 | I I (1K1 Sy, 231 168 |
1995 [ 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 [ 2003 {2004 | 2005 | 2006 | 200 2010 12011 |2012 | ©VALUELINEPUB.LLC|{14-16
2324 2382| 36.87| 5212| 57.74| 67.75| 6318 | 3274 | 2505 | 2647 | 31.78 | 36.02 | 3742 | 4051 | 36.15| 3502| 3630 | 36.90 Revenues persh 4475
6.31 524 598 608 745 80| 566| 114 480( 571 792 78| 802 | 844 8.37 8221 845| 9.25 |“Cash Fiow” persh 10.75
2951 216 1.57 188 | 224 d9.t 302| d236| 205| 242| 235 276| 278| 322 303 282 275 | 3.55 |Eamnings persh A 425
1% 1.77 1.20 1200 120 120 -- -- .- - | 123] 132 144 156 1.68 1.82 1.82 1.82 |Div'd Decld persh Bt} 2.20
2250 305 436| 4.23] 438 454 733| T94| 408| 372| 490] 690| 783 | 10.05| 10.68| 962 9.90| 70.95 [Cap'l Spending per sh 12.25

2077 2073 | 21.30] 21.08| 19.40| 8.18| 1189 | 947 | 1012 | 20.62 | 1960 | 2244 | 2418 | 2597 | 27.88 | 28.55| 29.80 | 32.00 |Book Value persh ¢ 38.00

414,03 | 403.50 | 417.67 | 382.60 | 360.50 | 387.19 | 363.38 | 381.67 | 416.52 | 418.62 | 368.27 | 348.14 | 353.72 | 361.06 | 370.60 | 395.23 | 405.00 | 420.00 [Common Shs Outst'g P | 425.00
94 10.9 15.5 16.8 134 -~ 48 .- 95 138 15.4 14.8 16.8 12.1 13.0 15.8 | Boid figires are |Avg Ann’l P/E Ratio 115
63 68 .89 87 75 - 25 -- 54 73 .82 .80 89 73 87 1.01 Value|Line Relative P/E Ratio 75

TA% | 75%| 49%| 38% | 41%| 48% -- -- - oo | 34% | 32% | 31% | 40% | 43% | 41% | SRS aug Ann'l Divid Yield 4.5%
CAPITAL STRUCTURE as of 6/30/11 22959 | 12495 | 10435 | 11080 | 11703 | 12539 | 13237 | 14628 | 13399 | 13841 | 14700 | 15500 |Revenues ($mil) 19000
Total Debt $13362 mill. Due in 5 yrs $3646 mill. | 1099.0 | d874.0 | 791.0 | 901.0 | 904.0 | 10050 | 1020.0 | 1198.0 | 1168.0 | 1443.0 | 1120 | 1485 |Net Profit ($mill 1840
LT Debt §11689 mill. LT Interest $617.0mill. g™ 3579, | 35.0% | 37.6% | 355% | 34.6% | 26.2% | 31.1% | 33.0% | 33.5% | 33.5% |income Tax Rate D%
Indl. $223.0 mill. Energy Recovery Bonds. 16% | --| 37% | 36% | 56% | 6.7% | 94% | 95% | 119% | 14.4% | 11.0% | 9.0% |AFUDC %to Net Prof y
(LTmteresteamed:S.ax) sy 3 Dh .0/ Ak 4T 0% R A% UA U » to Net Profit 8.0%
Pension Assets-12/10 $10.3 bill. Oblig. $12.1 bill. | 58.9% { 51.5% | 42.4% | 45.1% | 48.3% 51.7% | 52.6% | 52.2% | 51.4% | 49.6% | 48.5% | 47.0% |Long-Term Debt Ratio 45.5%
Pfd Stock $252.0 mill. Pfd Div'd $14.0 mifl. 34.9% | 42.8% | 53.9% | 53.2% | 50.0% | 46.8% | 46.1% | 46.5% | 47.4% | 49.3% | 50.5% | 52.0% |Common Equity Ratio 53.5%
4,534,958 shs. 4.36% to 5%, cumulative and $25 | 12309 [ 8438.0 | 7815.0 | 16242 | 14446 | 16696 | 18558 | 20163 | 21793 | 22863 | 23875 | 25875 |Total Capital (Smill 30200
P, el o $25.75 10 92725, 5784825 | 19167 | 1692 | 13107 | 1898 | 19955 | 21765 | 23656 | 26261 | 28892 | 31449 | 33125 | 35300 |Net Plant (Smil) 42400
o 25 par, T ISE NONECESMERE T3 3% | NMF [ 163% | 76% | 8% | 16% | 4% | 18% | 67% | 62% | 6.0%| 7.0% RetumonTotlCapl | 7.5%
Common Stock 401,657,362 shs. 215% t NMF | 17.6% | 10.1% | 12.1% | 12.5% | 11.6% | 124% | 11.0% | 96% | 9.0% | 11.0% [Return on Shr. Equity 11.5%

22.9% | NMF | 18.5% | 10.3% | 12.3% | 12.7% | 11.8% [ 126% | 11.2% | 97% | 8.0% | 71.0% {Return on Com EquityE | 11.5%
MARKET CAP: $17 billion (Large Cap) 229% | NMF | 185% | 103% | 7.7% | 6.8% | 6.0% | 68% | 55% | 3.9% | 30% | 55% |RetainedtoComEq 5.5%
ELECTRIC OPERATING STATISTICS 10% -- 2% 1% | 30% | 47% | 50% | 47% 52% | 61% | 66% | 51% |All Div'ds to Net Prof 52%
94 Change RetalSals (KWH) a‘)zog 20203 9218 BUSINESS: PG&E Corporation is a holding company for Pacific  13%; gas, 5%; purchased, 58%. Fuel costs: 37% of revenues. '10
Aug. ncist. Use (MWH 12765 NA NA | Gas and Electric Company and nonutility subsidiaries. Supplies reported depraciation rate {utifity): 3.4%. Has 19,400 empioyees.
Avg. Indust. Revs. per KWH (¢) 8.67 NA NA | electricity and gas to most of northern and central California. Has  Chairman, President & Chief Executive Officer: Anthony F. Earley,
gggm)’ag‘gﬁ;k’gw ) Nm; NME NRAME 5.1 million electric and 4.3 million gas customers. Electric revenue Jr.. Incorporated: California. Address: One Market, Spear Tower,
Annual Load Faw(& NME NMF NME | breakdown: residential, 40%; com_mercial, 38%; industrial, 12%; ag-  Suite 2400, San Francisco, California 94105. Telephone: 415-267-
% Change Customers gyrend) +.3 +.2 +.5 | ricultural, 7%; other, 3%. Generating sources: nuclear, 24%; hydro,  7000. internet: www.pgecorp.com.

" PG&E is incurring sizable costs asso- has acknowledged that changes are in or-
ix;{ﬁ}afel_c;‘;\(:lﬁs Pact 28ﬁast zssst, " ’083- ?130 ciated with the ex%losion in 2010 of its der. The CPUC is conducting its own in-
of hange [persh)  10Y¥rs.  S¥rs.  to't41s | as pipeline in San Brune, California. vestigation, and has the authority to fine
Revenues -45% 60% 3.0% | The company’s latest estimate of the direct the utility. We would exclude a sizable fine
“Cash Flow” 6.0% ;%‘:ﬁ ‘ég’,’y" expenses associated with the accident is from our earnings presentation.

Eamings a5 0% 80% | $413 million (pretax) in 2011. Of this Another year of weak earnings is like-
Book Value 55% 105% 55% | amount, $126 millionlwas recorded in the ly lin 2011, but we look for better re-

- first half. PG&E is also accruing reserves sults in 2012. The direct expenses associ-
eggtr Mg.%”&s%%“g!gg%“g'e"":)m ;:;'r for potential third-party claims. This ated with the San Bruno accident affect

2008 | 3733 3578 3674 3643 | 14628 amounted to $220 million in 2010, $59 our estimates significantly, and have ob-

2000 | 3431 3134 3235 3539 |13399 million in the first half of 2011, and will viated the benefits of the rate relief that

2010 | 3475 3232 3513 3621 |13841 | probably be as much as $180 million for the utility was granted earlier this year

201 | 3587 3684 3700 3719 | 14700 | the full year. Insurance should cover most As for the dividend, PG&E has stated that

2042 | 3950 3750 3850 3950 | 155001 of the third-party claims, and the company there will be no increase in 2011. We ex-

cah EARNINGS PER SHARE A Ful recovered $60 million in the ﬁrs_t half. pect no raise next year, as well. Note that
endar |Mar31 Jun30 Sep.30 Decdd| Year | These costs and insurance recoveries are PG&E has a new chief executive, Tony

2008 2 8 85 g | 322] iicluded in our earnings presentation. For Earley (formerly of DTE Energy).

w00 | 65 87 80 74| 303| 2012, PG&E forecasts direct expenses of Even after the stock’s underper-

040 | 67 86 66 683 | 28| $274 million. Its proposed pipeline safety formance since the accident, the yield

2044 50 9 75 59 | 275| enhancement plan suggests that all but and 3- to 5-year total return potential

2012 75 95 95 90 | 355| $43 million is recoverable in rates. The are only about average for a utility.

Cal- | QUARTERLY DIVIDENDS PAIDE w1 | Full plan also includes over $1.4 billion of capi- The stock’s favorable Timeliness rank is
endar |Mar31 Jun30 Sep30 Dec31| Year | tal costs from 2011 through 2014. The Cal- due, in part, to the fact that insurance re-

2007 " %% % 36 | 141 ifornia  Public  Utilities Commission coveries €$0.09 a share in the June quar-

2008 36 39 3 39 | 153 (CPUC) must issue a ruling on the plan. ter) aren’t included in our earnings esti-

w08 | 39 42 42 42| 1g5| The National Transportation Safety mates because the timing and amount of

2040 | 42 455 455 455 179| Board’s report criticized the compa- these are impossible to predict.

2041 455 455 455 455 ny. This was not surprising, and PG&E Paul E. Debbas, CFA November 4, 2011
{A) Diluted EPS. Excl. nonrec. gains (losses): | eamings report due late Feb. (B) Div'ds histori- | $14.79/sh. (D) In mill. {E) Rate base: net orig. | Company’s Financial Strength B++
'95, 4¢; ‘96, (41¢); 97, 18¢; 99, ($2.44); '04, | cally paid in mid-Jan., Apr., July, Oct. = Div'd | cost. Rate allowed on com. eq. in '07: 11.35%; | Stock’s Price Stability 100
$6.95; '08, 18¢; gain from discontinued ops.: | reinvestment plan avail. T Shareholder invest- | eamed on avg. com. eq., "10: 10.0%. Regula- { Price Growth Persistence 90
08, 41¢. Incl. nonrec. loss: '00, $11.83. Next | ment plan avail. (C) Incl. intangibles. In "10: | tory Climate: Above Average. Earnings Predictability 90
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Cal- QUARTERLY REVENUES ($ mill.) Full

endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2008 (709.8 898.0 1072.9 6864 |3367.1
2009 |625.9 8360 11422 693.0 |3297.1
2010 |620.3 8206 11339.1 6836 |3263.6
2011|6506 799.8 1100  690.6 3250
2012 (675 850 1250 725 {3500
Cal- EARNINGS PER SHARE A Full
endar [Mar.31 Jun.30 Sep.30 Dec.31| Year
2008 | do4 113 150 d.48 212
2009 | d.36 74207 d19 2.26
2010 07 .83 - 2.08 .06 3.08
2011 | d14 78 2.06 05 | 275
2012 Nil 95 225 .05 3.25
Cal- | QUARTERLY DIVIDENDS PAID Ba Full
endar |Mar.31 Jun.30 Sep.30 Dec.31{ Year
2007 | 525 525 525 525 210
2008 | 525 525 825 525 210
2009 | 525 525 525 525 210
2010 | 525 525 525 525 210
2011 | 525 525 625

nues, and a tracker that raises rates an-
nually to recover infrastructure additions
for generating assets and environmental
compliance. The utility also wants to re-
vise the fuel adjustment clause so that it
accounts for all changes in fuel costs, not
just 90% of them. (Other utilities in the
state have 100% pass-through of fuel
costs.) New tariffs won't take effect until
mid-2012, at the earliest. Settlement talks
will begin in the next several weeks.
Milder-than-normal weather condi-
tions have prompted us to cut our
2011 earnings estimate. We reduced our
estimate by $0.30 a share, to $2.75. That’s
at the low end of the company’s guidance
of $2.75-$2.90 a share. We continue to
forecast share net of $3.25 in 2012, assum-
ing APS receives a decent rate order and
weather patterns return to normal.

The utility is awaiting regulatory ap-
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Institutional Decisions TS VLI’I‘XII)!IE&H.‘
Q0 100H 20N | poreant 15 el . STg(i hDEx
b 151 143 1o | gheres 10 it i i ittt sy, a5 250 [
HidsiQoo) 77797 79145 81484 l If AR I 1 Sy 260 166
1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 [ 2002 | 2003 | 2004 | 2005 2006 [ 2007 | 2009 [ 2010 | 2011 2012 | ©VALUE LINE PUB.LLC [14-16
1928 | 19.08| 2077 | 2352| 2512| 2857 | 4350 | 5386 | 28.90 | 3087 | 3159 | 30.16 | 34.03 | 3507 | 3250 | 3001 | 29.75| 31.80 |Revenues persh 31.25
5.09 5.16 5.90 712 7.34 7.73 7.99 8.72 7.01 7.33 6.93 5.76 9.70 9.29 8.08 6.85 6.80 7.55 |“Cash Flow” per sh 8.00
1.99 222 247 2.78 2.85 3.18 3.35 3.68 253 2.52 2.58 2.24 3.17 2.96 2.26 3.08 2.75 3.25 |Earnings per sh A 3.50
.83 .93 1.03 1.43 1.23 133 1.43 1.53 1,63 1.73 1.83 1.93 2.03 2.10 210 210 210 2.10 | Div’d Decl'd persh Bw 2.30
2.92 3.38 2.95 3.63 376 4.05 776 | 1227 9.81 7.60 5.86 6.39 7.59 9.37 7.64 7.03 9.15 9.85 |Cap’l Spending per sh 825
2032 | 2149 2251| 23.90| 2550 | 26.00( 28.09 | 2946 | 2044 | 31.00 | 3214 | 3457 | 3448 | 3515 | 3269 | 33.86| 34.50 35.60 {Book Value persh ¢ 39.25
8743 | 8752| B8752| 8483 | 8483 8483| 8483 | 8483 | 9126 | 91.29 | 91.79 | 99.08 | 99.96 | 100.49 | 101.437] 108.77 | 108.25 | 710.00 [Common Shs Outst’g O | 723.00
96 10.8 11.8 11.8 15.2 1.9 1.3 12.0 14.4 14.0 15.8 19.2 13.7 14.9 13.7 12.6 | Boid figires are |Avg Ann'l PIE Ratio 12.0
63 72 74 .68 19 .68 73 61 79 .80 83 1.02 T4 .79 91 .80 Value|Line Relative P/E Ratio .80
A3% | 30%| 35%| 35%| 28% | 35% | 38% | 35% | 45% | 4.0% | A5% | 45% | AT% | 48% | 68% | 54% | S5 avg Ann'l Div'd Yield 5.5%
CAPITAL STRUCTURE as of 6/30/11 3690.2 | 4551.4 | 2637.3 | 2817.9 | 2899.7 | 2988.0 | 3401.7 | 3523.6 | 3297.1 | 3263.6 | 3250 | 3500 |Revenues ($mill) 3850
Total Debt $3672.5 mill. Due in 5 Yrs $2071.2mill. | 2836 | 3122 | 2152 | 2306 | 2352 | 2232 | 3170 | 2088 ) 2202 | 3304 300| 360 |Net Profit ($mil) 430
e ST Tl T Interest S1OT il | 441% | 405% | 30.1% | 314% | 354% | 3.2% | 30.0% | 305% | 9% | 51.5% | 340% | 5% Income Tax Rate W%
notes, ’ 76% | 15.3% | 205% | 6.2% | 6.9% | 104% | 11.1% | 14.8% | 11.2% | 11.7% | 13.0% | 13.0% |AFUDC % to Net Profit 9.0%
(LT nterest eamed: 3.0%) 451% | 51.7% | 518% | 506% | 46.7% | 43.0% | 48.4% | 47.0% | 504% | 45.3% | 49.0% | 52.0% |Long-Term DebtRatio | 46.0%
Leases, Uncapitalized Annual rentals $24.0 mill. 54.9% | 48.3% | 48.2% | 49.4% | 53.3% | 56.8% | 51.6% | 53.0% | 49.6% | 54.7% | 51.0% | 48.0% |Common Equity Ratio 54.0%
Pension Assets-12/10 $1.78 bill. . | 4337.8 | 51724 | 5567.9 | 5727.5 | 5535.2 | 6033.4 | 6678.7 | 6B58.7 | 6686.6 | 6720.1 7415 | 8150 |Total Capital (Smill) 8950
Pid Stock None Oblig. $2.35bill. | 5133 | 5007.3 | 6479.4 | 74801 | 75355 | 7577.1 | 7881.0 | 84354 | 9257.8 | 9578.8 | 10135 10750 |Net Plant ($mill 12200
81% | 76% | 54% | 55% | 56% | 50% | 62% | 59% | 48% | 65% | 55% | 6.0% |Retumn on Total Cap'l 6.5%
Common Stock 109,110,950 shs. 11.9% | 125% | 80% | 8.1% | 80% | 65% | 0.2% | 85% | 69% | 9.0% | 80%| 9.0% |Retum on Shr.Equity 9.0%
as of 7/26/11 11.9% | 12.5% | 8.0% | 8.1% | 8.0% | 65% | 92% | 85% | 69% | 9.0% | 80%| 9.0% |ReturnonComEquityE | 9.0%
MARKET CAP: $5.0 billion (Large Cap) 6.8% | 7.3% | 29% | 26% | 23% | 1.0% | 34% | 2.5% 7% | 31% | 20% | 3.5% |Retainedto ComEq 3.0%
ELECTRIC OPERATING STATISTICS 43% | A41% | 64% | 68% | T1% | 85% | 63% | 70% 89% | 66% | 76% | 64% |AllDiv'dsto Net Prof 65%
% Change Retall Sales (KWH) 2-0103 2.02_2 2?11_2 BUSINE_SS: Pinnacle West Capital Corporation is a holding' compa- chased, 24%. Fuel gostsi 36% of revenues. Has 7,20_0 employees,
Aug. IndUst. Use (3VWH 665 619 619 | ny for Arizona Public Service Company (APS), which supplies elec-  '09 reported depreciation rate; 3.1%, Chairman, President & Chief
Aug. Indust, Revs, per KIWH () 791 841  7.83 | ftricity to 1.1 million customers in 11 of 15 Arizona counties. Discon-  Executive Officer. Donald E. Brandt. Incorporated: Arizona. Ad-
gggmaztgeakwww %% %3?-2 gggé tinued SunCor real estate subsidiary in '10. Electric revenue break- dress: 400 North Fifth Street, Post Office Box 53999, Phoenix, Ari-
Annual Load #;ncrtr;e[rmw) 512 493 500 | down: residential, 47%; commercial, 39%; industrial, 5%; other, zona  85072-3999.  Telephone:  602-250-1000.  Internet:
% Change Customers eyr-end) +.9 +. +4 | 9%. Generating sources: coal, 37%; nuclear, 27%; gas, 12%; pur-  www.pinnaclewest.com.
Fixed Gharge o, %) 221 248 295 | Pinnacle West’s utility subsidiary has proval for an asset acquisition. APS
ANNUAL RATES Past Past Estdoato| & general rate case pending. Arizona has agreed to pay $294 million for
a Public Service filed for a tariff hike of Southern California Edison’s 739-
of change {persh) ~ 10Yrs, 5Yrs.  to'l4'16
Revenues -~ 5%  -5% | $194.1 million (6.6%), based on a return of megawatt stake in units 4 and 5 of the
;%?;';FS‘OW" 0% 3-%’ 6-(5;? 11% on a common-equity ratio of 53.9%. Four Corners coal-fired plant. The compa-
Daidenss 45% 30% 15% | APS is asking for a regulatory mechanism ny would finance the purchase with a mix
Book Value 2.5% 5%  25% | that decouples electric volume and reve- of debt and equity. APS would have to

spend $300 million on environmental up-
grades, but would be able to avoid more
than $600 million needed for units 1, 2,
and 3, which would be shut down. The
transaction is expected to close in late
2012. Our figures will not reflect the deal
until after it has been completed.

APS is adding solar capacity. In the
first phase, it plans to build 100 mw at a
cost of up to $500 million. APS has
procured 83 mw, so far, at a cost of $384
million. The wutility is proposing to add 100
mw more for up to $475 million.

This stock’s yield isn’t high enough to
compensate investors for low divi-
dend growth potential. Not only is the
share price within our 3- to 5-year Target
Price Range, it remains closer to the high
end than the lIow end. Thus, total return
potential over that time frame is modest.
Paul E. Debbas, CFA November 4, 2011

{A} Diluted egs. Excl. nonrec. losses: '02, 77¢; | to rounding, "10 due to change in shares. Next | deferred charges. In'10: $11.28/sh. (D) In mill.
'09, $1.45; excl. gains (losses) from disc. ops.: | eamings report due mid-Feb. {B} Divds histori- | (E) Rate base: Fair value. Rate allowed on

'00, 22¢; '05, (36¢); '06, 10¢; '08, 28¢; '09, | cally paid in early Mar., June, Sept., and Dec. | com. eq. in '10: 11%; earn

¢);
(13¢). "0, 18¢; 11,1

¢.°08 EPS don't add due |m Divd reinvestment plan avail. (C) Incl. |'10: 9.5%. Regulatory Climate: Average.
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Q010 10204 202084 STOCK  INDEX
10 Buy 10 07 121 oeent 18 Y i 221 48
o Sel 77 89 104 | {raded RN I | 3yr. 147 250 [C
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On April 3, 2006, Portland General Electric’s 2003 [ 2004 2005¢ | 2006 | 2007 |2008 | 2009 [2010 [ 2011 [2012 | ©VALUE LINEPUB.LLC[14-16
existing stock (which was owned by Enron) .- .- -- -~ | 2344 | 2432 | 27.87 | 2789 | 2399 | 2367 | 2415| 2575 |Revenues persh 30.5
was canceled, and 62.5 million shargs were -- -- -- -~| 4751 484} 521 47| 407 482 500 525 |"CashFlow” persh 6.00
issued to Enron’s creditors or the Disputed -- -- -- - 102 144 233 138] 131] 166] 200] 2.05 Famingspersh A 225

-- 68 93 97

1.01 1041 1.06| 1.08 |Divid Decl'd pershBu 1.20

trading on a when-issued basis that day,
and regular trading began on April 10, 2008.

P = s --1 408 594} 728 612
. - - --| 19.45 ] 18.58 | 21.05 | 2164

9.25 597 450 4.05 | Cap'l Spending per sh 3.75
2050 2114 | 2205 | 22.95 {Book Value per sh © 25.75

Shares issued to the DCR were released

- -- -- -- | 6250 | 6250 | 62.53 | 62.58

7521 753271 7550 75.75 [Common Shs Outsfg D | 76.50 |

over time to Enron’s creditors until all of the

. = - - -1 2341 1191 163

14.4 12.0 | Bold figkres are |Avg Ann'l P/E Ratio 11.0

(LT interest earned: 2.8x)

remaining shares were released in June, -- -- -- -- -1 126 83 98 96 76| ValuelLine | Relative PJE Ratio 75
2007, | e e e | 2B% | 33% | 43% | 54% | 52% | =" |Avg AnwI Divid Yield 48%
CAPITAL STRUCTURE as of 6/30/11 _ - -~ | --| 14540 | 14460 | 1520.0 | 1743.0 | 1745.0 | 1804.0 | 1783.0 | 1825 | 1950 |Revenues ($mill 2325
Total Debt $1798.0 mill. Due in 5 Yrs $333.0 mill. -- -- -1 90| 640| 710 1450 | 870 | 950| 1250 150 ] 155 |NetProfit {$mill) 175
LT Debt §1798.0 mill. LT Interest §104.0 mill. T | - [ 37.0% | 40.2% | 336% | 33.8% | 28.7% | 28.8% | 305% | 25.0% | 25.0% |Income Tax Rate 25.0%

.- - -- 1 98% | 18.8% | 33.8% | 17.9% | 17.2%

31.6% | 17.6% | 7.0% | 3.0% |AFUDC % to Net Profit 3.0%

Leases, Uncapitalized Annual rentals $10.0 mill.

Pension Assets-12/10 $473.0 mill.

-- -- - A14% | 42.3% | 43.4% | 49.9% | 46.2%
-- -- -- 1 58.9% | 57.7% | 56.6% | 50.1% | 53.8%

50.3% | 53.0% | 50.5% | 51.0% |Long-Term Debt Ratio 52.0%
49.7% | 47.0% | 49.5% | 49.0% |Common Equity Ratie 48.0%

Oblig. $550.0 miff.
Pfd Stock None

Common Stock 75,341,327 shs.
as of 7/29/11

-- - -- 1 2171.0 { 2076.0 | 2161.0 | 2629.0 | 2518.0 | 3100.0 | 3390.0 | 3360 | 3535 [Total Capital ($mill) 4100
- -- -- 1 2275.0 | 2436.0 | 2718.0 | 3066.0 | 3301.0 | 3858.0 | 4133.0 | 4250 | 4315 |Net Plant ($mill) 4325
.- - --| 56% | 46% ) 47% | 69% | 50% | 4.5% | 54% ] 6.0% | 6.0% |Returnon Total Cap’l 5.5%

-- -- -] 72% | 53% | 58% | 11.0% | 64%
-~ - -1 72% | 53% | 58% | 11.0% | 64%

62% | 7.9% | 8.0% | 8.0% |Return on Shr. Equity 8.0%
62% | 7.9%; 9.0% | 9.0% |Returnon Com Equity E| 8.0%

MARKET CAP: $1.8 billion (Mid Cap)

s - --1 T2% | 53% | 35% | 66% | 20%
.- | 39% | 40% | 69%

15% { 3.0% | 4.5% | 4.5% {RetainedtoComEq 4.0%
76% | 62% | 53% | 52% |All Div'ds to Net Prof 52%

ELECTRIC OPERATING STATISTICS
2008 2008 2010
% Change Retal Sales (KWH} +7 33 31
Avg. Indust. Use (MWlew“ 16255 14303 15109
® 7.07

BUSINESS: Portland General Electric Company (PGE) provides
electricity to 825,000 customers in 52 cities in a 4,000-square-mile
area of Oregon, including Porfland and Salem. The company is in
the process of decommissioning the Trojan nuclear plant, which it
closed in 1893. Electric revenue breakdown: residential, 45%; com-
mercial, 34%; industrial, 12%; other, 9%. Generating sources: coal,

23%; gas, 21%; hydro, 9%; wind, 4%; purchased, 43%. Fuel costs:
46% of revenues. '10 reported depreciation rate: 3.9%. Has 2,700
employees. Chairman: Corbin A, McNeill, Jr. Chief Executive Of-
ficer and President: Jim Piro. Incorporated: Oregon. Address: 121
SW Saimon Street, Portland, Oregon 87204. Telephone: 503-464-
8000. Internet: www.portiandgeneral.com.

Avg, Indust. Revs. per 6.42 6.62
Capacity at Peak (Mw) NA N NA
Peak Load, Winter (Mw) © 4031 3949 3582
Annual Load Factor {4 NA NA NA
% Changs Customers {yr-end) +.8 +7 +.5
Fived Charge Cov. [%) . 226 179 224

Past Est'd’08-'10
5Yrs.  to'1416
1.5% 3.0%

ANNUAL RATES  Past
of change (persh) 10 Yrs.

Revenues -- 5% %
"Cash Flow” -« -1.0% 5.0%
Earnings .- 75% 7.5%
Dividends -- -- 3.0%
Book Value - 20% 3.5%

Cal- | QUARTERLY REVENUES ($ mill.} Eull
endar |Mar31 Jun30 Sep.30 Dec.31| Year

2008 | 471.0 4250 4000 449.0 (17450
2003 | 485.0 389.0 4450 4850 [1804.0
2010 | 449.0 4150 4640 455.0 )1783.0
2011 | 4840 4110 455 475 (1825
2012 | 525 450 475 500 {1950

cal- EARNINGS PER SHARE A Full
endar |Mar31 Jun30 Sep.30 Dec.31| Year
2008 A4 63 - 32| 138

2009 A7 3 A3 Ny 1.3
2010 36 32 65 34| 166
2011 82 29 A4 35| 200
2012 0 40 .55 40 | 205

Cal- | QUARTERLY DIVIDENDS PAID Bmt Eull
endar (Mar31 Jun30 Sep.30 Dec.31| Year

2007 225 225 235 2% &
2008 23 245 245 245 97
2008 245 245 255 255 1.00
2010 2% 2855 26 26 | 1.03
2011 26 26 265 265

Portland General Electric’s earnings
are likely to rise substantially this
year. The utility is benefiting from a tariff
increase that took effect at the start of
2011. The Public Utility Commission of
Oregon raised PGE’s rates by $65 million
(3.9%). The rate order was based on a re-
turn of 10% on a common-equity ratio of
50%. Also, hydro conditions in early 2011
were favorable, helping to produce a first-
quarter tally that was well above the norm
for the period. Second-quarter profits were
below our expectation, so we have
trimmed our 2011 estimate by a nickel a
share, to $2.00. Our revised estimate is
still within the company’s targeted range
of $1.90-$2.05.

We expect little bottom-line improve-
ment in 2012. We base our earnings fore-
cast on normal hydro conditions. At least
the service area’s economy is showing
moderate improvement, aided by a project
that Intel is building.

For the time being, capital spending
is declining. Last year, PGE completed
the third phase of a 450-megawatt wind
project, at a total cost of about $1 billion.
No major construction is currently under

way. In the next few months, however, the
company will put forth requests for propo-
sals for additional base-load, peaking, and
renewable generating capacity. The out-
come should be known in 2012. If PGE
winds up building plants instead of enter-
ing into purchased-power agreements with
other owners, this would raise its capital
budget considerably and necessitate some
financing, both debt and equity, beginning
in 2013. Our capital spending estimates
and projections include nothing for these
potential projects. Separately, PGE is pro-
posing to build a transmission line at a
cost of $800 million-$1 billion. The compa-
ny is looking for partners for the project,
with an estimated in-service date in late
2016 or 2017.

This stock has an average dividend
yield for a utility. With the quotation
within our 2014-2016 Target Price Range,
however, total return potential is unexcit-
ing. We believe there is a bit of takeover
speculation in the share price, but we do
not advise investors to purchase the stock
in the hopes that the company will receive
a buyout offer.

Paul E. Debbas, CFA November 4, 2011

(A) Diluted EPS. '03 & *10 EPS don’t add due | vestment pfan avail. (C) Incl. deferred charges.
to rounding. Next earnings report due late Feb. | In "10: $7.22/sh. (D) In mill. (E) Rate base: Net
(B} Div'ds paid mid-Jan., Apr., July, and Oct. = | original cost. Rate affowed on common equity
Div'd reinvestment plan avail. T Shareholder in- | in "11: 10.0%; eamed on average com. eq.,
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THE PUBLISHER IS NOT RE

"10: 8.0%. Regulatory Climate: Below Average.
(F) Summer peak in '08. (G) '05 per-share data
are pro forma, based on shares outstanding | Price Growth Persistence 45
when the stock began frading in '06.
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o Sell 186 194 183 | traded bl [T YRR I [ T 3y 313 427 [
Hids{00D) 334842 314712 309906 T l[]ﬂll T TR, [HITHTE Sy 03 486
1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 2010 {2011 (2012 | ©VALUELINEPUB.LLC|14-16
863| 894 817 | 1203 1587 | 19587 1953 | 1638 | 1575 1537 | 1636 | 17.82 17.63{ 19.20 | 20.70 |Revenues per sh 20.50
205| 214} 211 2430 256| 332! 351| 320 360 353 | 384 426 3.66| 385| 4.35 “CashFliow” persh 4.75
871 1.03 88 1121 101 164 179 154 184 187 | 192| 228 229 240 255 |Earnings persh A 3.00
B4 84 84 67 50 53 .53 72 a7 82 .96 1.10 1.40 140 1.40 |Div'd Decl’d per sh Bm 1.70
126 111 93 97 1.1 159 299 274 217 1841 213 382 . R . 330 4485 6.40 |Cap'l Spending per sh 5.50
815 84 845 569 5.61 694 633| 671 919 | 1121} 1162 | 1330 | 14.88 | 13.55 | 14.57| 16.98 | 19.20 | 20.40 |Book Value persh © 25.50
318.81 325,33 | 332,50 | 314.82 | 287.39 | 290.08 | 293.16 | 331.47 | 354.72 | 378.14 [ 380.15 [ 385.04 | 373.27 | 374.58 | 377.18 | 483,39 | 573.00 | 580.00 |Common Shs Outst'y D | 630.00
108 114 10.8 10.9 134 8.9 124 11.1 10.6 125 151 141 173 176 25.7 11.9 | Bold fighres are |Avg Ann’I PIE Ratio 13.0
12 N 62 .57 76 58 .64 61 .60 .66 .80 .76 82| 1.08 1.7 76| ValuelLine  |Relative PJE Ratio .85
BO% | 74% | 7.8% | 55% | 3.7% | 36% | 24% | 42% | 4.0% | 35% | 33% | 34% | 27% | 3% | 45% | 51% | U5 avg Ann'i Divid Yield 4.5%
CAPITAL STRUCTURE as of 3/31111 5725.0 | 5429.0 | 5587.0 | 5812.0 | 6219.0 | 6899.0 | 6498.0 | 8044.0 | 7556.0 | 8521.0 | 17100 | 12000 |Revenues ($mill) 13500
Total Debt $13630 mill. Due in 5 Yrs $4130.0mill. | 5760 { 536.0 | 667.0 | 632.0 | 739.0 | 899.0 | 1031.0 | 940.0 | 465.0| 1009.0 | 1355 | 1495 |Net Profit ($mill) 2030
LT Debt $12247 mill | LT Interest $612.0 il 1"297% [ 25.7% | 27.0% | 228% | 140% | 232% | 20.7% | 318% | 218% | 22.0% | 350% | 35.0% [Income Tax Rafe 35.0%
ncl. 23 mil. units 7.75%, $25 lig. value; 82,000 . o 5 ; . ;
units 8.23%, $1000 face value: 23 mill. units 43% | 34% | 12% 7% .- .- .- A% 2% 5% Nil Nil |[AFUDC % to Net Profit Nil
4.625%, $50 stated value, conv. into com. in 2013, 64.8% | 66.5% | 71.1% | 61.6% | 57.5% | 55.4% | 54.1% {57.1% | 55.2% | 59.0% | 55.0% | 52.0% Long-Term Debt Ratio 43.0%
(LT interest eamed: 3.7x) 23.7% | 25.1% | 28.5% | 37.9% | 42.0% | 42.2% | 43.6% | 40.5% | 42.5% | 39.8% | 44.0% | 47.0% |Common Equity Ratio 56.0%
Leases, Uncapitalized Annual rentals $122.0 mill. ["784507['8868.0 | 11455 | 11171 | 10513 | 12151 | 12747 | 12520 | 12840 | 20621 | 25250 | 25150 |Total Capital ($mill 30800
E?:?&'&‘EZ?E‘&‘%T." §5.34 bl d"s‘;'égéﬁif*S bih. | 6135.0 | 9566.0 | 10445 | 11209 | 10916 | 12089 | 12605 | 12418 | 13174 | 20858 | 27475 | 30150 |Net Plant ($mill) 38600
2,500,000 shs, 6.25%, $100 lig, preference. 6% | 88% | 7.6% | 84% | O.3% | 9.3% | 98% | 82% | 50% | 61% | 65%| 7.5% RetumnonTotalCapl | 7.5%
redeemable after 4/6/11. 208% | 18.1% | 202% | 16.1% | 16.5% | 16.6% { 17.6% | 17.5% | 8.0% | 11.9% | 12.0% | 12.5% |Return on Shr. Equity 11.5%
Common Stock 577,151,364 shs. as of 4/29/111 28.2% | 24.1% | 19.6% [ 16.3% | 16.7% | 17.3% | 182% | 182% | 8.1% | 12.0% | 12.0% | 12.5% |Return on Com Equity €| 11.5%
MARKET CAP: $16 billion (Large Cap) 202% | 124% | 11.7% | 93% | 88% | 9.3% | 10.0% | 85% | NMF| 52%| 5.5%| 55% |Retainedto Com Eq 5.0%
ELECTRIC OPERATING STATISTICS 35% | 49% | 43% | 43% | 47% | 47% | 46% | 54% | 115% | 58% | 56% | 55% |All Divids to Net Prof 57%
% Change Retal Sales (KWH) 2‘102 2."392 +210; g BUSINESS: PPL Corporation (formerly PP8L Resources, Inc.} is a (7.6 mill. customers). Sold gas distribution subsidiary in ’08. Electric
Avg. Indust. Use (MWH A NA NA | holding company for PPL Electric Utilities (formerly Pennsylvania rev. breakdown & generating sources not provided. Fuel cosis:
Avg. Indust. Revs. per KWH () NA NA NA | Power & Light Company), which distributes electricity to 1.4 mill.  44% of revs. '10 reporied depr. rates: 2.3%-3.3%. Has 13,800 em-
ggg;ftgagtsmk Jh(ﬂhv‘lw ¢ 73!\%/(-5\ Nﬁ Nﬁ customers in eastern & central PA. Acq'd Kentucky Utilities anfi ployees. Chairman & CEO: James H. Miller, President & COO: Wi
Annual Load ;m,(%zw NA NA NA | Louisville Gas and Electric (1.2 mill. customers) 11/10. H:_as s_ubsidl- liam H. Spence. Inc.: PA. Address: Two North Ninth St., Allentown,
% Change Cusiomers (yr-end) +5 +.3 +225 | ares in power generation & marketing, electricity distribution in UK. PA 18101-1179. Tel.: 800-345-3085. Infernet: www.pplweb.com.
Fised Charge Cov. %) 367 222 304 | Predicting PPL Corporation’s earn- We expect improved earnings in 2012.
ANNUAL RATES _Past Past Esrdrosrio] ings is harder than usual this year. A full year’s income from the UK. acquisi-
ofchange (persh)  10Yrs.  5Vrs.  to4s | Just since November of 2010, the company tion will help. Also, we assume no nuclear
Revenues 2.0%  4.5% 5% | has greatly expanded its regulated utility issues beyond the normal expenses associ-
goash Flow 3:3% 11?)"',/; 30% | operations by buying two utilities in Ken- ated with the scheduled refueling outage.
[MMESR 95% 100% 35% | tucky and one in the United Kingdom. Our estimate of $2.55 a share would be
Book Value 95% 7.0% 9.0% | PPL issued a lot of stock in these deals, re- PPL's best tally since 2007.
Cal- | QUARTERLY REVENUES (§ mill) Full sulting in a big jump in average shares The two Kentucky utilities are asking
endar |Mar31 Jun30 Sep.30 Dec.31| Year | Outstanding. Also, the company is incur- the state commission to approve an
2008 | 1525 1024 2981 2513 |80440| ring some merger-related expenses, which expected $2.5 billion in environmental
o009 | 2351 1873 1805 1727 |7556.0| We include in our earnings presentation. spending for their coal-fired facilities.
2010 | 30068 1473 2179 1863 |8521.0] Generally, the company’s utility opera- This spending is needed for compliance
2011 | 2010 2489 3051 2650 #11pp | tions are performing well, but PPL Elec- with new EPA rules. A decision is expect-
2042 | 3400 2600 3200 2800 {2000 | tric Utilities in Pennsylvania continues to ed in late 2011. The utilities would recover
Cal- EARNINGS PER SHARE A ran | fe€l the effects of regulatory lag, despite a these expenditures every two months via a
endar |Mar31 Jun.30 Sep.30 Dec3f| Year | rate hike earlier this year. On the other rider on customers’ bills. The utilities will
2008 | 65 50 5 74 | 245| band, the nonregulated energy-supply bus- earn a return on equity of 10.63% until
008 | 64 07 12 371 119]| iness is dealing with low power prices, ris- this spending is rolled into base rates.
2010 | 74 22 62 89 | 229]| ing coal costs, and unplanned nuclear cut- PPL stock offers an above-average
2011 82 35 60 63 | 240| ages that will reduce net profit by an esti- yield. The board of directors didn't boost
2012 | 80 45 65 .65 | 255| mated $60 million-$65 million this year. the dividend this year, and we forecast no
Cal- | QUARTERLYDIVIDENDSPADE= | fyy | Finally, ongoing earnings are affected by increase in 2012. Even so, we project that
endar |Mar31 Jun30 Sep.30 Dec31| Year | mark-to-market accounting gains or dividend growth will resume by the 2014-
2007 | 275 305 305 305 | 149] losses. These hurt share net by $0.27 in 2016 period. Combined with the rise in
2008 | 305 335 335 335 | 131) 2010 and helped by a cent in the first half earnings that we project over that time,
2009 | 335 45 345 345 | 437] of 2011. We cut our 2011 estimate by $0.15 this equity offers better total return poten-
2010 | 345 35 35 35 140| a share, largely because second-quarter tial than the average utility issue.
2011 | 35 35 35 profits fell short of our estimate. Paul E. Debbas, CFA August 26, 2011

(A) Diluted EPS. Excl. nonrec. losses: 07, 12¢;
'10, 8¢; gains {losses) on disc. ops.: ‘05, {
'07, 19¢; '08, 3¢; '09, (10¢), "10, (4¢). '08 & '09
EPS don't add due to rounding, *10 due to chg.
© 2011, Value Line Publishin
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=

in shs. Next eamings report due early Nov.

; | {B) Div'ds histor. paid in early Jan., Apr., July,
& Oct. w Div'd reinv. plan avail. (C) Incl, intang.
In '10: $8.01/sh. (D) In mill., adj. for split.

(E) Rate base: Fair val. Rate ali'd on com. eq.
in PA in '08: none spec.; in KY in "10: 9.75%-
10.75%; eamed on avg. com. eq., '10: 14.0%.
Regulat. Climate: Avg. {F) Summer peak in "08.
. Factual material is obtained Fom sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER 1S NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber's own, non-commercial, internal use. No part
of #t may be reproduced, resold, stored o transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic pubfication, service or product.
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ANNUAL RATES Past

Past Est'd '08-'10

of change (persh) 10 Yrs, 5Yrs.  to'14'16
Revenues .- 25% 2.5%
“Cash Flow” -4.0% 1.5% 7.0%
Eamings -55% 12.0% 10.5%
Dividends 45%  -5%  4.5%
Book Value -1.5% 5.0% 5.0%
Cal- QUARTERLY REVENUES ($ mill.) Futl
endar |Mar31 Jun30 Sep.30 Dec.31| Year
2008 |791.7 8872 9261 7703 33753
2008 |8240 8252 8963 7650 |33105
2010 9123 8988 901.8 775.0 |3487.9
2011 {7961 8B57 9182 800 [3400
2012 | 800 - 900 950 850  |3500
Cal- EARNINGS PER SHARE A Full
endar |Mar31 Jun30 Sep.30 Dec.31| Year
2008 15 24 27 10 11
2009 16 29 .30 25 1.00
2010 .26 35 35 A7 113
2014 24 36 37 33 1.30
2012 .35 35 40 35 145
Cal- | QUARTERLY DIVIDENDSPAD Bw . | pun
endar |Mar.31 Jun30 Sep.30 Dec.31| Year
2007 | 19 195 195 195 .78
2008 | 195 .20 .20 20 .80
2009 | .20 .20 20 .20 .80
2010 | .20 205 205 205 82
2011 | 206 216 215

ings will increase this year. In 2010,
the company incurred $0.16 a share of
charges for the early retirement of debt.
There were no such charges in the first
half of 2011, and we expect none in the
second half. The refinancings and repay-
ments of debt have lowered TECO's inter-
est expense. Tampa Electric and Peoples
Gas are performing well and are likely to
earn their allowed returns on equity this
year. In fact, the utilities’ customer counts
have risen for seven consecutive quarters,
which suggests that the service area is re-
covering (albeit slowly) from the housing
crisis in Florida. All told, our 2011 earn-
ings estimate is within management’s tar-
geted range of $1.25-$1.40 a share.

TECO Coal is experiencing some posi-
tive and negative trends. On the posi-
tive side, contracted prices are rising, and
the proportion of the company's sales that
is for higher-priced specialty coal is in-
creasing. Realized prices should get a fur-
ther boost next year, after a contract for
600,000 tons, which is well below the cur-
rent market level, expires. This production
has been sold at prices that are well above

RECENT PE Trailing: 15.6 Y| RELATIVE DIV'D
TECOENERGY, INC.wvsere [ 17.48[Hn 12.4 Gz 3)MRe 0.1 5.0% T
meuness 2 wnen | 9] 2] BE] 0 GB| T3] 13| Bi| | d| i We| s o o ot
SAFETY 3 Lowredd3 | LEGENDS
3 —tsienrd, o
TECHNICAL Lowered 7/8/11 . Ralative- brch Spengh _ 2
BETA .85 (1.00 = Market} Options: Yes IR e -
207416 PROJECTIONS |- oeedregs indeale eoessons p =S e L T 1 . a
. . Ann'l Total ! L L ITY YR LU wirg | f femmeadenne- 16
1 Price  Gain Return [ .|”| l 1A o
High 25 (+45%) 14% S LT R 12
Low 18 (+5%) 7% ! 10
Insider Decisions 8
SONDJFMAN 6
By 0000 000D0D B S N
Opions 0 0 110000 2 hd et L4
msl_0024100002f 4 [ 4 I 1 | G b T T % TOT. RETURN 7/11
Institutional Decisions THIS  VLARITH®
ot 4010 10201 | porcent d STOCK INDEX
oo 3% & Qg shares ] LA AR PR i e s k7
Hids(100) 115966 118085 113977 i1l I A A OO AR R Syr. 504 486
1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 [ 2005 | 2006 | 2007 {2008 {2009 {2010 [2011 [2012 | ©VALUELINE PUB.LLC|14-16
1190 | 1253 | 1423 1483 15.01] 1817| 1897 | 1522 | 1459 | 1337 | 1446 | 1646 | 1677 | 1585 1548 1623 | 1575| 76.15 |Revenues persh 18.25
308| 328| 334{ 325| 328| 41| 431 320 19| 214 237 | 251 251 2M 235] 253 | 280 3.05“CashFlow” persh 3.50
160 17| 161 152| 153 197| 224| 195| doO8 J1 100 147 127 J7} 100) 113| 130 1.45 |Eamings persh A 1.75
105 1.11| 147 123) 128 133 137 14 .93 .76 .76 .78 78 80 80 .82 .85 .89 |Div'd Decl'd per shBw 1.05
370 228 162] 224 323 545 687| 606| 3T4| 137 142 218§ 234 277{ 299| 228| 205] 215 |Cap’l Spending persh 2.00
9981 1073 11.04] 1142| 1073 | 1193| 1412) 1486 | 883| 643 7.65| B825]| 956 | 943 | 9.75| 1040 | 10.55| 71.15 |Book Value persh © 13.25
196.96 | 117.60 | 130.80 | 132.00 | 132.10 | 126.30 | 138.60 | 175.80 | 187.80 [ 199.70 | 208.20 | 209.50 | 210.90 | 212.90 | 213.90 | 214.80 | 216.00 | 217.00 [Common Shs Outst'y O | 220.00
38 1437 154 78] 142] 18] 128] 10 -] 193] 171 138 33| 212 | 1268 148 Boid fighres are |Avg Ann’l PIE Ratio 12.5
92 90 89 ] 81 17 .66 60 .- 102 91 15 T 128 84 93| Valwelline |Refative PIE Ratio 85
47%| 45% | 47%| 45% | 59%; 57% | 48% | 66% | 74% | 55% | 44% | 47% | 46% | 49% | 63% | 49% estimates | avg An'l Div'd Yield 4.8%
CAPITAL STRUCTURE as of 3/31/11 2648.6 | 2675.8 | 2740.0 | 2669.1 | 3010.1 | 3448.1 | 3536.1 | 3375.3 | 3310.5 | 3487.9 | 3400 | 3500 |Revenues ($mill) 4000
Total Debt $3148.6 mill. Due in 5Yrs $824.1 mill. | 3037 | 2082 | 4.7 | 1374 | 211.0 | 2444 | 2658 | 1624 | 213.9| 2429 | 285| 325 |NetProfit (Smil) 385
'(E.T?;Ztgsicgfrfe?% Ox;‘T Interest §198.0 mil - - -- | 385% | 45.1% | 404% | 40.7% | 36.8% | 31.6% | 34.8% | 35.0% | 35.0% |Income Tax Rate 35.0%
e 30% | 44% - % 0% | 16% | 23% | 54% | 65% | 12% | 1.0% | 3.0% |AFUDC % to Net Profit 1.0%
Leases, Uncapitalized Annual rentals $17.3 mill. 48.3% | 50.5% | 724% | 75.1% | 70.0% | 65.0% | 61.0% | 61.5% | 60.6% | 58.2% | 51.0% | 56.0% |Long-Term DebtRatic | 52.5%
51.7% | 39.7% | 27.6% | 24.8% | 30.0% | 35.0% [ 33.0% | 38.5% | 38.4% | 40.8% | 49.0% | 44.0% [Common Equity Ratio 41.5%
Pension Assets-12/10 $478.7 mill. {38141 ( 6565.1 | 6070.3 | 51639 | 5300.9 | 49416 | 51754 | 5214.3 | 5287.0 | 5317.8 | 4635| 5515 |Total Capital ($mill 6100
Pid Stock None Oblig. $610.3mill. | 4p383 | 5454.0 | 5679.0 | 4657.9 | 4566.9 | 4766.9 | 4888.2 | 5221.3 | 5544.1 | 5841.0 | 5955 | 6085 |NetPlant (Smill 6225
97% | 57% | 21% | 56% | 65% | 73% | 73% | 51% | 80% | 64% | 8.5% | 7.5% |Returnon Total Cap’l 8.0%
Common Stock 214,936,829 shs. 154% | 91% | NMF | 10.7% | 13.3% | 14.1% | 13.2% | 8.1% | 10.3% | 11.2% | 12.5% | 13.5% |Return on Shr. Equity 13.0%
as of 4/28/11 . 154% | 9.9% [ NMF | 10.7% | 13.3% | 14.1% | 132% | 8.1% | 10.3% | 11.2% | 12.5% | 13.5% |Return on Com Equity £| 13.0%
MARKET CAP: $3.8 billion {Mid Cap) 61% | 32% | NMF| NMF | 33% | 50% | 51% | NMF | 21% [ 3.1%| 45% | 55% |RetainedtoComEqg 5.5%
ELECTRIC OPERATING STATISTICS 61% | 72% | NMF | 106% | 75% { 65% | 61% | 104% 80% F T2% ! 65% | 60% {All Div'ds to Net Prof 60%
o Cange el s () 2_0203 25)1051'9 2+°21g BUSINESS: TECO Energy, Inc. is a holding company for Tampa 11%. Generating sources: coal, 53%; gas, 38%; purchased, 9%.
Avg. I, Use (M) NA NA NA | Electric, which serves 672,000 customers in west central Florida, Fuel costs: 35% of revenues. '10 reported deprec. rafe {utility):
Avg. Indust. Revs. per KWH (¢) 8. 9.63  9.35 | and Peoples Gas (acquired 6/37), which serves 336,000 customers  3.6%. Has 4,100 employees. Chairman: Sherrill W. Hudson. Presi-
gﬁ?ﬁ?&ﬁeﬁwfm) 44';’; 47'\]2 45,\?: in Florida, TECO also mines coal and has generation investments  dent & CEO: John B. Ramil. Incorporated: Florida. Address: TECO
Anmua Load Factor %) NA NA NA | in Guatemala. Sold TECO Transport 12/07. Electric revenue break- Plaza, 702 N. Franklin Street, Tampa, Florida 33602. Telephone:
%Change()us!nmmxavg.) +.1 -4 +.6 | down: residential, 50%; commercial, 30%; industrial, 9%; other, 813-228-1111. Internet: www.tecoenergy.com.
Fited Chargs Co. (%) 166 199 270 | We estimate that TECO Energy’s earn- the price in that contract. On the negative

side, costs are up, as well, and volume is
below management’s previous expectation
for the year. TECO Coal now expects sales
of 8.2 million-8.5 million tons this year,
compared with 8.5 million-9.0 million pre-
viously. The volume shortfall is due to de-
lays in surface mine permitting and a
shortage of contract minors, and the high-
er price of oil is causing the cost of oil-
based equipment, such as tires, to climb.
When all is said and done, we believe the
pluses will exceed the minuses, and TECO
Coal's contribution to the parent’s bottom
line will increase this year and next.
Earnings should advance solidly in
2012. The aforementioned repricing of an
old contract at TECO Coal should be the
key factor. We look for modest growth
from the utilities, too. Our profit forecast
remains at $1.45 a share.

Timely TECO stock offers a dividend
yield and 2014-2016 total return po-
tential that are somewhat above the
norm for utilities. Moderate dividend
growth should occur through the middle of
the decade.

Paul E. Debbas, CFA August 26, 2011

(A) Dil. earnings. Excl. nonrec. gain (losses):
‘97, (6¢); 99, (11¢); ‘03, {$4.97); '07, 63¢; '10,
(2¢) net; gains (loss) on discont. ops.: "04,

{77¢); '05, 31¢; '06, 1¢; '07, 7¢4. 08

EPS don't

add due to rounding. Next earnings report due
early Nov. (B) Divids paid in late Feb., May,
Aug. & Nov. = Div'd reinvestment plan avail.
(C) Incl. defd chgs. In "10: $2.77/sh. (D) in mill. | eq., 10: 11.4%. Regulatory Climate: Average.
© 2011, Vaive Line Publishing LLC. Al rights reserved. Factual materia) is obtained from sources believed to be refiable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored o transmitied in any printed, electronic or other form, or used for generating o marketing any printed or electronic publication, service or product.

(E) Rate base: Net orig. cost. Rate allowed on
com. eq. in '09 (elec.): 10.25%-12.25%; in '09
(gas): 9.75%-11.75%; earned on avg. com.

Company's Financial Strength B+
Stock’s Price Stability a0
Price Growth Persistence 40
Earnings Predictability 65
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RECENT PE Trailing: 15.0 \{ RELATIVE DIV'D 0
WESTAR ENERGY wyseon [P 2554 14.8Gak it )iems 1101 51% o |
THELNESS 3 e | fioh| 298] 209) 160 2081 Mo 20l 421 B8] Ro| B3| Re| B8 Target Price Range
SAFETY 2 Rased#/1t5 | LEGENDS
= 1.00 x Dividends p sh 64
TECHNICAL 3 Loweres 3131 divided by Interest Rate

« Relative Price Strength 48

BETA .75 (1.00 = Market} Options: Yes i B ELEd 40
W’ haded areas indicate recessions| |} | b | gmimmammma——T | | | jecswmqmaman 29
X . Ann’l Total| 4"y KU gyl o leessedesass 24

! Price  Gain  Return Ml L A Tl Tl ' 50
High 35 (+35%) 12% 1 = '

Low 25 (Nil) 4% = i 16
Insider Decisions . i'l 12
ONDJFMAM

By 000000000 - 8
Options 0 0 0 000000 . . | 6
foSk_0 0 0003030 Tt et % TOT. RETURN 8/11
Instltutio&e;:oDe(:iﬂ:nsmw ] JHs vn.n?gsn#-

b Percent g X 1y, 168 194
bl a8 %% 4o7|gheres R (AT v 1 ||nm | i | sy, w7 288 |
Hifs[oy) 81435 81083 _ 77664 FUTHEEES AR, FSR00 L ERARRE D ARTLLL ‘ | Sy 415 331
1995 | 1996 | 1997 | 1998 | 1999 2002 { 2003 | 2004 [ 2005 | 2006 [ 2007 | 2008 | 2009 | 2010 | 2011 [2012 | ©VALUELINEPUB,LLC|14-16

25017 3167) 3280 30.86| 3021 2477} 20.06 | 17.02 | 1823 | 1837 | 18.08 | 16.98 | 17.04 | 18.34 | 18.15| 18.60 |Revenues per sh 20.30

5147| 552 347| 635| 751 4771 377| 32| 328 394 | 377 | 344 359 424 405| 430 {“Cash Flow” persh 4.90

271} 260) dd46| 213| 148 1007 148 147 155| 188 184 1.3t 1281 180| 1.68| 1.90 |Earnings persh A 240

2037 207) 210 214| 214 . 120 87 .80 52 98| 108 | 116 120 124| 1.28| 1.32 |Div'd Decl'd per sh But 144

377 3.09 3.22 207 408 440) 337 1.89 2.06 219 2457 395 784 8.65 526 | 482 575 5.85 | Cap'l Spending per sh 7.05

24711 2514 3079| 2940 | 27.83| 2720 2587 | 1368 1423 | 1613 | 1631 | 1762 | 1944 | 2048 | 20.59| 21.25| 21.60 | 22.10 |Book Value per sh © 2345

62.86| 64.63| 6541 6591 | 6/40| 70.081 70.08| 7151 | 7284 | 86.03 | 86.84 | 87.39 | 95.46 | 108.31 | 108.07 | 112.13 | 117.00 | 120.00 | Common Shs Outst'y E | 128.00

1.7 1.7 -- 184 17.2 20.6 .- 14.0 10.8 174 14.8 12.2 14.1 17.0 149 13.0 | Bold fighres are |Avg Ann’I PJE Ratio 125
.78 73 -- .96 98 134 .- .76 .62 92 78 .66 J5 | 1.02 .99 84| Value|Line Relative P/E Ratio 85

64%| 68% | 63%| 55%| 84% | 78%| 58% | &6% | 55% | 3.9% | 40% | 43% | 42% | 52% | 63% | 53% ! "™ |AvgAnwIDividYield | 48%
CAPITAL STRUCTURE as of 6/30/111 2186.3 | 1771.1 | 1461.1 | 1464.5 | 1583.3 | 1605.7 | 1726.8 | 1839.0 | 1858.2 | 2056.2 | 2125 | 2230 |Revenues ($mill) 2600
Total Debt $3259.0 mill. Due in 5 Yrs $857.5mill. | 4400 | 720! 1084 | 1001 | 1349 | 1653 | 1684 | 136.8 | 1413 | 2039 195 | 225 |Net Profit ($mil) 305
LT Debt $2761.0 mill LT Inferest $165.0 mil. NNF | 534% | 43.% | 25.0% | 31.0% | 254% | 27.5% | 248% | 20.4% | 29.0% | 30.0% | 30.0% |income Tax Rate 30.0%
(LT interest eamed: 2.6x) ol ol 5% | - -] ] 104% | - | 104% | 10.0% | 10.0% | 10.0% |AFUDC %to NetProfit | 10.0%
Pension Assets-12/10 $432 mill. Oblig. $747 mil. | 61.8% | 71.6% | 66.2% | 53.8% | 52.1% | 50.0% | 50.6% | 498% [ 53.4% | 53.6% 52.5% | 53.0% |Long-Term Debt Ratio 54.0%

377% | 22.9% | 33.2% | 455% | 47.2% | 49.3% | 48.9% | 49.7% | 46.1% | 464% | 47.5% | 47.0% |Common Equity Ratio 46.0%
Pfd Stock $21.4 mill. _ Pd Divid $1.0 mill 48224 | 42724 | 3127.3 | 3049.2 | 30004 | 3124.2 | 3738.3 | 4400.1 | 4866.8 | 5180.8 | 5325 | 5650 | Total Capital ($mill) 6500
121815 shs. & 12% callable 108, 54,970 she. | 40429 | 39964 | 30005 | 3911.0 | 30477 | 4071.6 | 48037 | 65335 | 67717 | 63095 | 6300 | 6750 | Net Plant Sl 7800
102, Al cum, $100 par, 5% | 44% | 70% | 55% | 62% | 67% | 58% | 42% | 44% | 5.3% | 55% | 5.5% |ReturnonTotalCapl | 6.5%

NMF | 59% 1 102% | 7.1% | 94% | 106% | 91% | 6.2% | 6.2% | 81% | 7.5% 8.5% |Return on Shr. Equity 10.0%
Common Stock 115,812,605 shs. as of 7/26/11 NMF | 7.3% | 10.3% | 7.4% | 95% | 10.7% | 9.2% | 62% | 63% | 82% | 7.5% | 8.5% [ReturnonCom Equity® | 10.0%
MARKET CAP: $3.0 billion (Mid Cap) NMF | NMF | 49% | 32% | 43% | 55% | 43% | 12% | 8% | 28% | 20% | 25% [RetainedtoComEq 40%
ELECTRIC OPERATING STATISTICS NMF | 120% | 53% | 56% | 55% | 49% | 53% | B80% 87% | 65% | 76% | 70% Al Div'ds to Net Prof 59%
% Change Refall Sales (KWH) 2-0208 2020(9) 2&12 BUSINESS: Westar Energy, Inc., formerly Westem Resources, is  plant age: 13 years. Fuels: coal, 51%; nuclear, 8%; gas, 41%. Has
Avg. Indust. Use (MWH 5769 5145 5468 | the parent of Kansas Gas & Electric Company. Westar supplies 2,409 employees. BlackRock, Inc. owns 6.3% of common; off. &
Avg. Indust. Revs. per KWH (¢) 506 567 5.82 | electricity to 687,000 customers in Kansas. Electric revenue dir., less than 1% (4/11 proxy). Chairman: Charles Q. Chandler IV.
gaP‘?lEtY?geak(MW %gg S’g% gzgg sources: residential and rural, 43%; commercial, 37%; industrial, Chief Executive Officer: Mark A. Ruelle. Inc.: Kansas. Address: 818
Ane;ual?.aoéd E%ﬁr& W 550 545 550 20%. Sold investment in ONEOK in 2003 and 85% ownership in  South Kansas Avenue, Topeka, Kansas 66612, Telephone: 785-
% Change Customers eyrend] +7 +.9 +.3 | Protection One in 2004. 2010 depreciation rate: 4.6%. Estimated 575-6300. Internet: www.westarenergy.com.

y Shares of Westar Energy have Kkilovolt transmission line from Wichita to
T;dbfﬁzichés Pact 28|3>ast ZEZSSF " ’n:-?170 rebounded in recent weeks, following a Oklahoma. This project is trending favor-
ochange fpersh) . 10¥rs.  5Yrs.  to't4ts | mid-summer selloff. The company reported able with respect to schedule and budget,
Revenues 60% -1.0% 25% | mixed results for the second quarter. The and will likely be completed by mid-2012.
;Cash Flow” 6.0% 1150‘;/; 58%‘;/; top line increased at a moderate clip, The company continues to move forward
Dvidnges 45% 70% 30% | thanks to higher retail revenue. However, with the Prairie Wind joint venture, and
Book Value 3.0% 6.0% 20% | this was more than offset by greater oper- invest in environmental controls, too.

; ating expenses, and share net came in Westar is requesting higher rates. The
eg:la-r M:gyquTgsrlffS%Engggsl)(sggtt‘:).ﬁ 5:;1 somewhat below the prior-year tally. company filed in late August with the
2008 | 4068 4512 5749 4061 |1839.0 Mixed performance ought to continue Kansas Corporation Commission (KCC),
2009 | 4218 4578 5285 4401 | 18582 for the remainder of the year. Revenue seeking to increase base prices by about
2010 | 459.8 4952 6444 4568 | 2056.2| comparisons should remain favoerable in 5.85%. This would add about $91 million
2011 | 4817 5243 650 4684 | 2125 | the coming quarters. The economy in Kan- to revenue, on an annual basis. Westar
2012 | 500 540 680 510 |2230 | sas will likely continue to fare better than cited higher operating and maintenance
Cal- EARNINGS PER SHARE A Fl the nation’s. With the state's attractive expenses, and the increased cost of com-
endar |Mar31 Jun30 Sep30 Dec.3t| Year | Dusiness climate, unemployment there plying with federal regulatory require-
2008 306 a1 711 131] should remain below the national average, ments, as reasons for the request.

2009 0 a5 73 40| 108] and most industrial sectors should show This stock is neutrally ranked for

2010 97 47 101 04| 1so| further improvement. That said, operating Timeliness. We anticipate higher reve-

2011 27 38 8 07| 1.68| costs will probably continue to weigh on nues and share earnings for the company

2012 32 A48 1.00 10| 1.90] the bottom line. Overall, we project higher by 2014-2016. Moreover, Westar earns

Cal- | QUARTERLY DIVIDENDS PAIDBad | Fen | TEVENUE, but a bottom-line decline for full- good marks for Safety, Price Stability, and
endar |Mar31 Jun30 Sep.30 Dec3t| Year | yéar 2011. Share net should rebound in Earnings Predictability. From the present

2007 2% 97 o7 7 106 2012, assuming solid revenue growth and quptation, this issue has decent risk-

2008 | 97 29 o9 og 14| greater control of operating costs. . adjusted total return potential. Income-

2000 | 20 30 30 30 {19| We anticipate further investment in oriented accounts should find this stock’s

210 | 30 31 31 31 123! operations going forward. Westar con- healthy dividend yield attractive.

2041 | 31 323 tinues to make progress with its 345- Michael Napoli, CFA  September 23, 2011
(A) EPS diluted from 2010 onward. Excl. non- [ sum due to rounding. Next egs. rep't due late | latory assets. In 2010: $7.68/sh. (D) Rate base | Company's Financial Strength B++
recur gains (losses). *96, ($0.19); '97, $7.97; | October. (B} Div'ds paid in early Jan., April, | determined: fair value; Rate allowed on com- | Stock’s Price Stabllity 100
98, ($1.45); °99, ($1.31), °00, $1.07; ‘01, 27¢, | July, and Oct. = Div'd reinvest. plan avail. T | mon equity in '09: 10.4%; eamed on avg. com. | Price Growth Persistence 70
'02, ($12.06Y; '03, 77¢; '08, 39¢. Totals may not | Shareholder invest. plan avail. (C) Incl. regu- | eq., '10: 8.7%. Regul. Clim.: Avg. (E) In mill. Earnings Predictability 75

To subscribe ca‘l'l i1$00-833-0046.




WISCONSIN ENERGY wyse.sec

e 31,02 R 14,2

s 1,060 s el |

7| 69

! High:| 11.8] 123] 132] 168 17.3| 204 | 243| 252 248| 253 30.5| 321 i
TIMELINESS 2 Raised 8510 Low: | 84 9.6[ 101] 113| 148 167| 191| 205| 174! 182 234| 270 Tza()r?ft 25’1‘:; Rza(;‘gg
SAFETY 2 Lowered 71137 | LEGENDS _
—— 1.34 x Dividends p sh 80
TECHNICAL 3 Lowered 11611 divided by Interest Rate
.+« .+ Relative Price Strength > fne.1 50
BETA .65 (1.00 = Market) %»loﬂ §p\|(|t m n 1= 54
201416 PROJECTIONS haded ares indicate D R N T BT o
Ann’l Tota = Pl T T e
Price  Gain  Return o HYy . 30
High 45 (+45%) 13% n 1l 25
Low 35 (+15% 7% SN VTS 20
Insider Decisions B SIL LIFPETETSa ! 15
ONDJFMAM I MW*“_—\‘/
By 0000000O00D0 L L] 10
Options 5 2 01 3 50 8 0[=, Ll 15
wSh 320155080 1 R At W I % TOT,RETURN /T |
Institutional Decisions L S ) K * THIS VL ARITH.
402010 1Q011 202011 STOCK INDEX
By 175 150 171 meeeent 12 P 7 7 1w 173 194
to Sell 147 171 155 | yraded a I IR EL TV TR VI NY LT3 TINTIN 111 P01 TR T IR PO i 3yr. 487 268 [
Hidsloon) 160351 161929 160735 Il IR AERR TR TR SR 111 Sy 690 334
1995 [ 1996 | 1997 | 1998 | 1999 | 2000 2002 | 2003 | 2004 | 2005 | 2006 010 [2011 (2012 | ©VALUE LINE PUB. LLC [14-16
7.99 7.94 7.93 8.56 9.56 | 14.14 1610 | 1712 1466 | 16.31 | 17.08 17.98 | 19.40 | 18.30 |Revenues persh 23.50
2.14 213 148 2.06 2.26 224 284 2.86 2.58 2.89 290 3.30 3.65 3.30 | “Cash Flow” per sh 5.00
1.07 99 21 83 94 54 146 113 83 128 132 192 | 215| 2.25 |Earnings persh A 275

73 75 T 78 . 40 40 42 44 46 80| 104| 114 |DivdDecldpersh Bmt{ 165
125 177 15| 176 222| 264 . 254 295] 2857 340 417 . X . 341 435] 2.10 |Cap’l Spending per sh 3.00
844 871 825| 823| 844| 850| 891 922| 996| 1065| 1146 | 1235 ] 13.25 | 1427 | 1526 | 16.26 | 17.05 17.60 {Book Value persh € 19.75

77164 | 223.36 | 225.73 | 23127 | 237.81 | 237.29| 23084 | 232,06 | 236.85 | 233.97 | 233.96 | 233.94 | 233.89 | 233.84 | 233.82 | 233.77 | 232.00 | 228.00 {Common Shs Quist'y O | 224.00
134 143] 473] 180} 133 187) 121 105 124 175] 145 160 | 165 148 1331 14.0 | Boid figires are {Avg Ann'l PIE Ratio 145
88 80| 273 94 T8 122 .62 51 KAl 92 7 .86 .88 89 89 80| ValuelLine |Relative PJE Ratio 85

Incl. $132.4 mill. capitalized leases.
(LT interest earned: 3.4x)

Pension Assets-12/10 $1.06 bill.

44,498 shs. 6%, $100 par.
Common Stock 233,739,777 shs.

52% | 54%| 6.0%| 52% | 63%| 6.8%| 36% | 33% | 28% | 26% | 24% | 22% | 21% | 24% | 32% | 30% | “"™F™ |AvgAnnIDivid Yield 42%
CAPITAL STRUCTURE as of 6/30/11 | 39285 3736.2 | 4054.3 | 3431.1 | 38155 | 30964 | 42378 | 4431.0 | 41279 | 42025 4500 | 4400 |Revenuies ($mil) 5250
Total Debt $4907.6 mill. Due in 5 Yrs $1729.0 mill. | 2188 | 2708 | 2692 | 221.2 | 304.8 | 313.7 | 337.7 | 3508 | 3784 | 4556 | 510 | 520 |Net Profit (Smill) 625
LT Debt $4334.6 mill. LT interest $244.9 mill. 1459937 49, | 355% | 37.5% | 32.9% | 35.8% | 39.1% | 37.6% | 36.5% | 35.4% | 34.5% | 35.0% |Income Tax Rate 0%

69% | 4.1% | 6.9% | 10.0% | 12.5% | 19.0% | 23.8% | 27.2%

25.0% | 18.6% | 12.0% | 10.0% |AFUDC % to Net Profit 8.0%

Leases, Uncapitalized Annual rentals $22.8 mill.

62.2% | 59.8% | 59.9% | 56.2% | 52.8% | 51.3% | 50.3% | 54.8%
37.2% | 39.6% | 39.6% | 43.3% | 46.7% | 48.2% | 48.2% | 44.8%

51.9% | 50.6% | 54.0% | 54.0% |L.ong-Term Debt Ratio 53.5%
47.7% | 49.0% | 46.0% | 45.5% |Common Equity Ratio 46.5%

. , Oblig. $1.22 bill. |"55238 | 54003 | 5963.3 | 57623 | 57415 | 50928 | 63021 | 74420 | 7473.1 | 77645 | 8640 | 8800 |Total Capital (Smill) 9475
'2’;‘(’]gE%CS“h§3g-‘éO’“,/'"~$1Dg’f‘;r”'c‘;ﬁ’aﬁ;jatf"sf'}m_ 4188.0 | 4308.8 | 50261 | 5003.1 | 6362.9 | 70525 | 7681.2 | 8517.0 | 90705 | 9601.5 | 10275 | 10750 |Net Plant (Smill 11225
; ooa ) Pan ' 58% | 7% | 6.3% | 5.6% | 7.0% | 66% | 7.0% | 63% | 64% | 75% | 7.5% | 7.5% |Return on Total Cap'l 8.0%

10.5% | 12.5% | 11.3% | 88% | 11.2% | 10.7% | 10.8% | 10.7%
10.6% | 126% | 114% | 8.8% | 11.3% | 10.8% | 10.9% | 10.7%

10.5% | 11.9% | 13.0% { 13.0% {Return on Shr. Equity 14.0%
10.6% | 12.0% | 13.0% | 13.0% [Return on Com Equity £ | 14.0%

MARKET CAP: $7.2 billion (Large Cap)

ELECTRIC OPERATING STATISTICS
(1]

6.0% | 83% | 74% | 49% | 75% | 71% | 71% | 7.0%
43% | 35% | 35% | 45% | 34% | 35% | 35% | 35%

62% | 7.0% | 65%| 6.5% |RetainedtoComEq 6.0%
42% | 41% | 48% | 50% |All Divids to Net Prof 59%

BUSINESS: Wisconsin Energy Corporation is a holding company
for We Energies, which provides electric, gas & steam service in
Wisconsin. Customers: 1.1 mill. elec., 1.1 mill. gas. Acg'd WICOR
4/00. Discontinued pump-manufacturing operations in '04. Sold
Point Beach nuclear plant in '07. Electric revenue breakdown:
residential, 38%; small commercial & industrial, 31%; large com-

mercial & industrial, 23%; other, 8%. Generating sources: coal,
54%; gas, 9%; hydro, 1%; wind, 1%; purchased, 35%. Fuel costs:
44% of revs. "10 reported deprec. rate (utility): 2.8%. Has 4,600 em-
ployees. Chairman, President & CEO: Gale E. Klappa. Inc.: WL Ad-
dress: 231 W. Michigan St., P.O. Box 1331, Milwaukee, Wi 53201.
Tel.: 414-221-2345. Intemet: www.wisconsinenergy.com.

2008 2009 2010
% Change Retai Sales (KWH) 22 -81 +6.0
Avg, Indust Use (MWH NA NA NA
Avg. Indust. Revs. per KWH (¢) 6.05 6.57 NA
Capacity at Peal (Mw N NA NA
Peak Load, Summer {Mw) 5740 5812 5908
Annuzal Load Factor (%) NA NA NA
% Change Customers yr-end) +5 +.2 +.3
Fixed Charge Cov. (%) 270 281 312

ANNUAL RATES Past Past Est'd '08-'10
of change (persh) 10 Yrs. 5Yrs.  to'1416
Revenues 55% 2.5% 4.5%
“Cash Flow” 3.5% 2.5% 8.0%
Earnings 8.0% 8.5% 8.5%
Dividends -1.0% 10.0% 16.0%
Book Value 6.0% 7.5% 4.5%

Cal- | QUARTERLY REVENUES (§

mill} | Ful

endar {Mar31 Jun.30 Sep.30 Dec.31| Year

2008 14318 94641

2011 [1328.7
2012 1325 875 925 1

8625 12006 |4431.0
2009 (13962 8425 8219 1067.3 [4127.9
2010 (12486 8909 9732 1089.8 4202.5
991.7 §79.6 1200 |4500

175 14400

cal- EARNINGS PER SHARE A Full
endar |{Mar.31 Jun.30 Sep.30 Dec.31| Year

2008 52 25 .33
2009 60 27 25
2010 55 37 A7
2011 72 A1 47
2012 75 42 50

42 1 152
48 | 160
53 192
55 | 215
58 | 225

Cal- | QUARTERLY DIVIDENDS PAID® =1 | Fun

Wisconsin Energy is awaiting a deci-
sion from the state commission about
the company’s regulatory proposal.
Typically, the utility would have filed a
general rate case in May, with new tariffs
taking effect the following January. But,
in order to reduce rate pressure on its cus-
tomers, the company made an alternative
proposal. Instead of filing a general rate
case, Wisconsin Energy proposed that it be
allowed to suspend $140.1 million of regu-
latory amortization in 2012. This would
help lift earnings next year without a base
rate hike. The utility would file a general
rate case in 2012, with new tariffs taking
effect in 2013. However, if the commission
rejects this idea, the company would file a
general rate case. Wisconsin Energy would
request electric, gas, and steam increases
of $170.6 million, $6.0 million, and $3.6
million, respectively. The commission’s de-
cision is expected next month.

Earnings are likely to rise in 2011 and
2012. This year, Wisconsin Energy is ben-
efiting from the income from a coal-fired
facility that began commercial operation in
early 2011. Hot weather is another plus,
and has helped offset the effect of the

sputtering economy on electric demand.
The beginning of a $300 million stock buy-
back program should help, too. We assume
the adoption of Wisconsin Energy’s afore-
mentioned regulatory proposal in our 2012
profit forecast.

A general rate case is pending in
Michigan. The utility is seeking an in-
crease of $14.9 million, based on a 10.4%
return on equity. The company expects to
self-implement a $7.7 million hike in Jan-
uary. The final order is due in July.

Two renewable-energy projects are
being built. The company is spending
$361 million to add 162 megawatts of wind
capacity. This project should be completed
by yearend. A 50-mw biomass plant is ex-
pected to be in service by the end of 2013
at a projected cost of $255 million.

This timely stock is suitable for utility
investors who are focused on divi-
dend growth. The payout ratio is now
low, by utility standards, but the company
wants to raise it to 60%. Accordingly, hefty
dividend boosts are likely to occur. This
should produce an above-average (for a
utility) total return through mid-decade.
Paul E. Debbas, CFA  September 23, 2011

endar | Mar.31 Jun230 Sep.30 Dec3t| Year
2007 | 425 125 425 125 50
2008 | 435 135 435 135 54
2009 | 169 169  .169 169 68
2010 | .20 20 20 20 80
2011 | 26 .26 .26

(A) Diluted EPS. Excl. nonrec. gains {losses):

'89, (5¢); '00, 10¢ net; ‘02, (44¢); ‘03, (10¢)
net; '04, (42¢); gains on disc. ops.: '04, 77¢;

05, 2¢;°06, 2¢;°08, 2¢; 10, 1¢;"11,

5¢. Next

cally paid in eary Mar., June, Sept. & Dec. w

vestment plan avail. (C) Incl. intang. in '10:

earnings report due late Oct. (B) Divids histori- | $6.55/sh. (D) In mill., adj. for split. (E) Rate

base: Net orig. cost. Rates allowed on com. eq.
Div'd reinvestment plan avall, 1 Shareholder in- | in '10: 10.4%-10.5%; eamed on avg. com. eq.,
’09: 10.8%. Regulatory Climate: Above Avg.

© 2011, Value Line Publishing LLC. All rights reserved. Faciual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored o transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic pubfication, service or product.

Company's Financial Strength B++
Stock’s Price Stability 100
Price Growth Persistence 85
Earnings Predictability 90

To subscribe call 1-800-833-0046.
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ZACKS RANK: 3 - HOLD

AMEREN CORP (nysk)
AEE 32.74 045

(1.39%)

Vol. 1,307,632

15:07 ET

Ameren Corporation companies provide energy services customers in Missouri and llinois. AmerenUE, one of its
subsidiaries, is the one of the largest electric utilities in Missouri and distributors of natural gas. AmerenCIPS,
another subsidiary, is both an electric and natural gas utility and serves one of the largest geographic areas of
llinois-based utility companies. (Company Press Release)

General Information
AMEREN CORP

1801 CHOUTEAU AVE

ST LOUIS, MO 63103
Phone: 314-621-3222

Fax: 314-621-2888

Web: http://www.ameren.com
Email: invest@ameren.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December
Last Completed Quarter  09/30/11
Next EPS Date 02/21/2012

Price and Volume Information

Proven Ratings, Bescerch& Reconynendations

Zacks Rank 1‘2 #% [REE1 306-Day clttsing Pl»/ices v;_"—:'—r’s"’
Yesterday's Close 32.29 52.8
52 Week High 33.49
52 Week Low 25.55
Beta 0.63
20 Day Moving Average  1,847,078.25
Target Price Consensus 28.25

% Price Change

11-04-11

% Price Change Relative to S&P 500

4 Week 10.39 4 Week 1.78
12 Week 17.85 12 Week 10.85
YTD 1454 YTD 14.95
Share Information Dividend information

Sh'al_'es Outstanding 241.67 Dividend Yield 4.77%
(millions) o Annual Dividend $1.54
m[,‘i‘f;gap‘ta"zam“ 7,803.40 Payout Ratio 0.59
Short Ratio 2 45 Change in Payout Ratio -0.09
Last Split Date N/a Last Dividend Payout / Amount 09/06/2011 / $0.38
EPS Information Consensus Recommendations

Current Quarter EPS Consensus Estimate 0.32 Current (1=Strong Buy, 5=Strong Sell) 3.20
Current Year EPS Consensus Estimate 2.55 30 Days Ago 3.20
Estimated Long-Term EPS Growth Rate 4.00 60 Days Ago 3.20
Next EPS Report Date 02/21/2012 90 Days Ago 3.22
Fundamental Ratios

P/E EPS Growth Sales Growth

Current FY Estimate: 12.66 vs. Previous Year 12.14% vs. Previous Year 0.62%
Trailing 12 Months: 12.28 vs. Previous Quarter 166.10% vs. Previous Quarter: 27.34%
PEG Ratio 3.17

Price Ratios ROE ROA

Price/Book 0.96 09/30/11 8.05 09/30/11 2.74

http://www.zacks.com/research/print.php ?type=reporté&t=AEE

11/7/2011
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Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

5.10
1.02

1.45
1.51
1.48

11.45
5.23
547

7.52
7.47
7.32

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

7.54
7.86

1.05
1.13
117

11.45
5.23
5.47

0.82
0.89
0.90

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=AEE

254
2.65

8.37
7.79
8.28

33.73
32.94
32.76

45.04
47.04
47.48

Page 2 of 2
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AMERICAN ELEC PWR INC (nvsg) ZACKS RANK: 3 - HOLD

AEP 39,74 + 0.04 {0.10%) Vol. 2,300,064 15:30 ET

American Eiectric Power is a public utility holding company which owns,directly or indirectly, all of the outstanding
common stock of its domesticelectric utility subsidiaries and varying percentages of other subsidiaries. Substantially
all of the operating revenues of AEP and its subsidiaries are derived from the furnishing of electric service. The
Company's operations are divided into three business segments: Wholesale, Energy Delivery and Other.

General Information
AMER ELEC PWR

1 RIVERSIDE PLAZA
COLUMBUS, OH 43215
Phone: 614-716-1000
Fax: 614-223-1823

Web: http://www.aep.com
Email: klkozero@aep.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December
Last Completed Quarter  09/30/11
Next EPS Date 01/27/2012

Price and Volume Information

{3 [AEPJ 30-Day Closing Prices %

Zacks Rank i
Yesterday's Close 39.70
52 Week High 40.08
52 Week Low 33.09
Beta 0.51
20 Day Moving Average  3,840,518.00
Target Price Consensus 40.93

10-07-11 11-04-11

% Price Change % Price Change Relative to S&P 500

4 Week 519 4 Week -3.01
12 Week 11.02 12 Week 443
YTD 10.34 YID 10.73

Share information Dividend Information

Shares Outstanding 48007 Dividend Yield 4.63%
(milfions) -~~~ Annual Dividend $1.84
?’r':“’l‘i‘;‘lgap"a“za“"” 19,146.28 Payout Ratio 0.59
Short Ratio 1.53 Change in Payout Ratio 0.04
Last Split Date N/A Last Dividend Payout / Amount 08/08/2011 / $0.46

EPS Information Consensus Recommendations

Current Quarter EPS Consensus Estimate 0.41 Current (1=Strong Buy, 5=Strong Sell) 2.31
Current Year EPS Consensus Estimate 3.12 30 Days Ago 2.31
Estimated Long-Term EPS Growth Rate 4.00 60 Days Ago 2.19
Next EPS Report Date 01/27/2012 90 Days Ago 2.24

Fundamental Ratios

P/E EPS Growth Sales Growth

Current FY Estimate: 12.73 vs. Previous Year 1.74% vs. Previous Year 4.88%
Trailing 12 Months: 12.81 vs. Previous Quarter 60.27% vs. Previous Quarter: 19.44%
PEG Ratio 3.18

Price Ratios ROE ROA
Price/Book 1.31 09/30/11 10.64 09/30/11 2.93

http://www.zacks.com/research/print.php?type=report&t=AEP 11/7/2011
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Price/Cash Flow
Price / Sales

Current Ratio
09/30/11

| 06/30/11

| 03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

594
1.28

0.77
0.81
0.80

16.13
15.18
13.23

7.31
6.78
6.52

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

10.73
10.88

0.56
0.59
0.58

16.13
15.18
13.23

1.04
1.12
1.13

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=AEP

2.93
2.94

9.83
9.97
10.15

30.38
28.93
28.64

50.89
52.85
53.24

Page 2 of 2

11/7/2011



http://www

Zacks.com Page 1 of 2

ZACKS

IVES THEKNT REREARCH
Provan Ratings, Besearch & RBecommendations
Zacks.com Quotes and Research

CENTERPOINT ENERGY INC nvsk) ZACKS RANK: 3 - HOLD

CNP 20.36 0,05 {0.25%) Yel. 1,845,008 15112 EY

CenterPoint Energy is a domestic energy delivery company that includes electricity transmission and distribution,
natural gas distribution and sales, interstate pipeline and gathering operations. They serve customers in Arkansas,
llinois, lowa, Kansas, Louisiana, Minnesota, Mississippi, Missouri, Oklahoma, Texas, and Wisconsin.

General information
CENTERPOQOINT EGY

1111 LOUISIANA ST,

HOUSTON, TX 77002

Phone: 7132073000

Fax: 713-207-3169

Web: hitp://www.centerpointenergy.com
Email: None

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December
Last Completed Quarter  09/30/11
Next EPS Date 03/06/2012

Price and Volume Information

Zacks Rank th i B2 LCNPI 30-Day Closing Prices 21.6

Yesterday's Close 20.31
52 Week High 21.47
52 Week Low 15.09
Beta 0.65
20 Day Moving Average  5,139,217.00
Target Price Consensus 21.5

% Price Change % Price Change Relative to S&P 500

4 Week 1.91 4 Week -68.04
12 Week 8.61 12 Week 2.16
YTD 29.20 YTD 29.65

Share Information Dividend Information

Shares Outstanding 495 .86 Dividend Yieid 3.89%

i\TIH;(ons()) | Annual Dividend $0.79
arket Capitalization R

(millions) 8,649.14 Payout F?aho 0.64

Short Ratio 1.0g Change in Payout Ratio -0.02

Last Split Date 12/11/1095 Last Dividend Payout / Amount 08/12/2011 / $0.20

|

| EPS Information Consensus Recommendations
Current Quarter EPS Consensus Estimate 0.20 Current (1=Strong Buy, 5=Strong Sell) 2.00
Current Year EPS Consensus Estimate 1.13 30 Days Ago 1.85
Estimated Long-Term EPS Growth Rate 5.70 60 Days Ago 1.85
Next EPS Report Date 03/06/2012 90 Days Ago 2.00
Fundamental Ratios
P/E EPS Growth Sales Growth
Current FY Estimate: 18.02 vs. Previous Year 27.59% vs. Previous Year -1.42%
PEG Ratio 3.18
Price Ratios ROE ROA
Price/Book 2.06 09/30/11 15.10 09/30/11 2.64

http://www.zacks.com/research/print.php?type=report&t=CNP 11/7/2011

|
Trailing 12 Months: 16.38 vs. Previous Quarter 54.17% vs. Previous Quarter: 2.40%
|
|
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Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

6.39
1.03

0.85
0.86
0.92

14.03
9.35
8.67

17.98
18.39
18.37

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

15.31
14.82

0.67
0.73
0.83

14.03
9.35
8.67

2.02
257
2.67

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11°

http://www.zacks.com/research/print.php?type=report&t=CNP

2.52
2.40

6.28
5.86
5.62

9.88
7.79
7.68

66.88
71.98
72.78
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CLECO CORP NEW vysk) ZACKS RANK: 1- STRONG BUY

CNL 36.80 0,14 {0.38%)

Vol. 392,184 1512 EY

Cleco Corp. is an energy services company based in central Louisiana. Their two primary businesses are Cleco

Power LLC, a regulated electric utility business, and Cleco Midstream Resources LLC, a wholesale energy business.

Proyen Ratings, Research& Recommendations

They use a mixture of westemn coal, petroleum coke (petcoke), lignite, oil, and natural gas to serve their customers.
This diverse fuel mix helps Cleco detiver reliable, low-cost power to its customers.

General Information
CLECO CORP

2030 DONAHUE FERRY ROAD
PINEVILLE, LA 71361-5000
Phone: 3184847400

Fax: 318-484-7465

Web: htip://www.cleco.com

Email: None
Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December
Last Completed Quarter  09/30/11
Next EPS Date 02/23/2012

Price and Volume Information

Zacks Rank i _ 1@ [CNL] 30-Day Closing Prices % 350
Yesterday's Close 36.66
52 Week High 37.74
52 Week Low 30.05
Beta 0.50
20 Day Moving Average 568,663.88
Target Price Consensus 37.83

% Price Change

To-07-

% Price Change Relative to S&P 500

4 Week 6.69 4 Week -1.63

12 Week 9.76 12 Week 3.24

YTD 19.18 YTD 19.60

Share information Dividend information

Shares Outstanding 61.06 Dividend Yield 3.41%

#\;lm”ll(oni)) talizat Annual Dividend $1.25
arket Capitalization ]

(millions) 2,238.53 Payout F.(atlo 0.46

Short Ratio 4.37 Change in Payout Ratio -0.10

Last Split Date 05/22/2001 Last Dividend Payout / Amount 11/03/2011 / $0.31

EPS Information Consensus Recommendations

Current Quarter EPS Consensus Estimate 0.39 Current (1=Strong Buy, 5=Strong Sell) 2.25

Current Year EPS Consensus Estimate 2.37 30 Days Ago 2.25

Estimated Long-Term EPS Growth Rate 7.00 60 Days Ago 2.25

Next EPS Report Date 02/23/2012 90 Days Ago 2.40

Fundamental Ratios

P/E EPS Growth Sales Growth

Current FY Estimate: 15.45 vs. Previous Year 31.33% vs. Previous Year 2.24%

Trailing 12 Months: 15.15 vs. Previous Quarter 109.62% vs. Previous Quarter: 28.82%

PEG Ratio 2.21

Price Ratios ROE ROA

Price/Book 1.59 09/30/11 10.86 09/30/11 3.62

http://www.zacks.com/research/print.php?type=report&t=CNL
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Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

7.24
1.97

1.51
1.49
1.00

24,11
23.32
18.46

5.11
4.74
4.44

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

9.84
10.19

1.25
1.24
0.78

24.11
23.32
18.46

0.97
1.00
1.03

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
08/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php ?type=report&t=CNL

3.24
3.31

12.99
11.64
11.77

23.03
22.75
21.86

49.36
50.01
50.81

Page 2 of 2
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CMS ENERGY CORP nvsg) ZACKS RANK: 3 - HOLD
CMS 20.71 «0,12 (0.58%) Vol. 1,346,071 1514 ET

CMS Energy Corporation is a diversified energy company operating in the United States and around the world. The
company's two principal subsidiaries are Consumers Energy Company and CMS Enterprises Company. Consumers
Energy Company is a public utility that provides natural gas or electricity to residents in Michigan's lower peninsula.
CMS Enterprises Company, through subsidiaries, is engaged in several domestic and international diversified
energy businesses.

General Information

CMS ENERGY

ONE ENERGY PLAZA
JACKSON, Mi 49201

Phone: 5177881612

Fax: 517-788-1859

Web: http:/www.cmsenergy.com
Email: invstrel@cmsenergy.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/23/2012

Price and Volume Information

Zacks Rank e —— & czz:ns::l 30-Day cloés:'.:ns’Pricfs »%___2‘21'6

Yesterday's Close 20.59 i »

52 Week High 21.58

52 Week Low 16.96

Beta 0.53

20 Day Moving Average 3,475,116.50

Target Price Consensus 22.73

% Price Change % Price Change Relative to S&P 500

4 Week 3.88 4 Week -4.22

12 Week 12.88 12 Week 6.18

YTD 10.70 YTD 11.09

Share information Dividend Information

Shg{es Outstanding £53.36 Dividend Yield 4.08%

(milions) o Annual Dividend $0.84

o & 2P elization 5.216.60 Payout Ratio 0.56

Short Ratio 3.25 Change in Payout Ratio 0.19

Last Spiit Date N/A Last Dividend Payout/ Amount  11/02/2011 / $0.21

EPS Information Consensus Recommendations

Current Quarter EPS Consensus Estimate 0.37 Current (1=Strong Buy, 5=Strong Sell) 1.92
: Current Year EPS Consensus Estimate 1.45 30 Days Ago 1.77
% Estimated {ong-Term EPS Growth Rate 5.50 60 Days Ago 1.77
; Next EPS Report Date 02/23/2012 90 Days Ago 1.77
Fundamental Ratios
f PIE ' EPS Growth Sales Growth

Current FY Estimate: 14.23 vs. Previous Year 1.92% vs. Previous Year 1.46%

Trailing 12 Months: 13.64 vs. Previous Quarter 103.85% vs. Previous Quarter: 7.33%

PEG Ratio 2.59

Price Ratios ROE ROA

http://www.zacks.com/research/print.php?type=report&t=CMS 11/7/2011
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Zacks.com

Price/Book
Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

1.69
5.15
0.79

1.29
1.32
1.20

8.99
9.20
9.97

4.67
4.50
4.36

09/30/11
06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

13.32
13.72
13.91

0.71
0.89
0.89

8.99
9.20
9.97

2.01
212
2.08

09/30/11
06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php 7type=report&t=CMS

2.50
254
2.56

6.02
6.10
6.07

12.18
11.89
11.62

66.79
67.94
67.57
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CEG 36.99 0,78 (1.88%)

CONSTELLATION ENERGY GROUP | (nysg)
Vol. 1,

318,856 15114 ET

ZACKS RANK: 3 - HOLD

Baltimore Gas and Electric Company consists primarily of generating, purchasing, and selling electricity and

purchasing, transporting, and selling natural gas.

General Information

CONSTELLATN EGY

100 CONSTELLATION WAY

BALTIMORE, MD 21202

Phone: 4104702800

Fax: 410-234-5220

Web: http://www.constellation.com

Email: InvestorRelations@constellation.com

Industry UTIL-ELEC PWR
Sector: Utilities
Fiscal Year End December

Last Completed Quarter 09/30/11
Next EPS Date 02/10/2012

Price and Volume Information

Zacks Rank in
Yesterday's Close 39.21
52 Week High 40.22
52 Week Low 27.64
Beta 0.97
20 Day Moving Average 2,614,567.25
Target Price Consensus 40.6

% Price Change

4 Week 470
12 Week 9.99
YTD 28.01

Share Information

Shares Qutstanding

(millions) 201.32
Market Capitalization

(millions) 7,893.83
Short Ratio 1.36

Last Split Date 05/18/1992

EPS Information

£%  [CEGY 30-Day Closing Prices §__

10~

% Price Change Relative to S&P 500
4 Week

12 Week

YTD

Dividend Information
Dividend Yield

Annual Dividend

Payout Ratio

Change in Payout Ratio

Last Dividend Payout / Amount

Consensus Recommendations

Current Quarter EPS Consensus Estimate 0.64 Current {1=Strong Buy, 5=Strong Sell)
Current Year EPS Consensus Estimate 2.98 30 Days Ago

Estimated Long-Term EPS Growth Rate 4.80 60 Days Ago

Next EPS Report Date 02/10/2012 90 Days Ago

Fundamental Ratios

P/E EPS Growth Sales Growth
Current FY Estimate: 13.14 vs. Previous Year 41.67% vs. Previous Year
Trailing 12 Months: 15.75 vs. Previous Quarter -10.53% vs. Previous Quarter:
PEG Ratio 2.76

Price Ratios ROE ROA

Price/Book 0.98 09/30/11 6.44 09/30/11
Price/Cash Flow 5.27 08/30/11 6.02 06/30/11

http://www.zacks.com/research/print.php?type=report&t=CEG

-3.47
3.45
28.46

2.45%
$0.96
0.39
0.02

09/08/2011 / $0.24

2.75
2.75
275
2.50

-11.28%
4.80%

2.61
2.44
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Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

0.57

1.57
1.64
1.80

5.57
-11.79
-12.25

20.35
22.89
24.03

03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

5.76

1.39
1.45
1.62

5.57
-11.79
-12.25

0.56
0.53
0.55

03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php 7type=report&t=CEG

2.34

3.72
3.32
3.29

40.19
40.43
40.29

35.48
34.21
35.02

Page 2 of 2

11/7/2011



http://www

Zacks.com Page 1 of 2

ZACKS

; W INVESTHERT RESEARCH
Proven Ratings, Research & Recopumendations
Zacks.com Quotes and Research

DTE ENERGY CO (nysg) ZACKS RANK: 3 - HOLD
DTE 5207  +-0.05 (-0.10%) Vol. 661,000 15:15 ET

DTE Energy is a Detroit-based diversified energy company involved in the development and management of energy-
related businesses and services nationwide. lts largest operating units are Detroit Edison, an electric utility serving
2.1 million customers in Southeastern Michigan, and MichCon, a natural gas utility serving 1.2 miltion customers in

i Michigan. Detroit Edison is the Company's principal operating subsidiary. Affiliates of the Company are engaged in

| non-regulated businesses, including energy-related services and products.

General Information

DTE ENERGY CO

ONE ENERGY PLAZA

DETROIT, Ml 48226

Phone: 3132354000

Fax: -

Web: eMail: sholdersves@dteenergy.com
Email: www.bnymellon.com/shareowner/isd

industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December
Last Completed Quarter 09/30/11
Next EPS Date 02/08/2012

Price and Volume iInformation

30-Day Closing Prices i

Zacks Rank i
Yesterday's Close 52.12
52 Week High 52.82
52 Week Low 43.22
Beta 0.65
20 Day Moving Average 1,151,856.63
Target Price Consensus 51.5

10-07-11 11-04-11

% Price Change % Price Change Relative to S&P 500

4 Week 443 4 Week -3.72
12 Week 11.01 12 Week 442
YTD 1500 YTD 15.41

Share Information Dividend information

Sh.afes Qutstanding 169.33 Dividend Yield 4.51%
(miltions) o Annual Dividend $2.35
m{"i(g; S apitalization 8,825.43 Payout Ratio 0.63
Short Ratio 1.57 Change in Payout Ratio -0.01
Last Split Date N/A Last Dividend Payout / Amount 09/15/2011 / $0.59

EPS Information Consensus Recommendations

Current Quarter EPS Consensus Estimate 0.87 Current (1=Strong Buy, 5=Strong Sell} 2.90
Current Year EPS Consensus Estimate 3.60 30 Days Ago 2.67
Estimated Long-Term EPS Growth Rate 5.00 60 Days Ago 2.67
Next EPS Report Date 02/08/2012 90 Days Ago 2.67

| Fundamental Ratios

| P/E EPS Growth Sales Growth

| Current FY Estimate: 14.46 vs. Previous Year 11.46% vs. Previous Year 5.89%
Trailing 12 Months: 14.05 vs. Previous Quarter 64.62% vs. Previous Quarter: 11.69%
PEG Ratio 2.89

Price Ratios ROE ROA

http://www.zacks.com/research/print.php ?type=reporté&t=DTE 117712011
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Price/Book
Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/111

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

1.26
5.39
0.99

1.39
1.23
1.10

10.77
10.60
10.37

9.27
9.23
9.34

09/30/11
06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

Zacks.com

9.20
9.02
8.43

1.02
0.93
0.89

10.77
10.60
10.37

1.07
1.10
1.03

09/30/11
06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=DTE

2.56
249
2.32

7.09
6.97
6.64

41.39
40.30
40.37

51.68
52.38
50.64
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EDISON INTL nvsg) ZACKS RANK: 3 - HOLD

EIX 41.03 (.27 {0.66%) Vol. 1,282,702 15:16 ET

Edison International is an international electric power generator, distributor and structured finance provider. Edison
International is one of the industry leaders in privatized, deregulated and incentive-regulated markets and power
generation. It is the parent company of Edison Mission Energy, Southern California Edison, Edison Capita, Edison
Enterprises and Edison O&M Services. (Company Press Release)

General Information

EDISON INTL

2244 WALNUT GROVE AVE STE 369 P O BOX
800

ROSEMEAD, CA 91770

Phone: (626) 302-2222

Fax: 626-302-2117

Web: hitp://www.edison.com

Email: invrel@sce.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December
Last Completed Quarter  09/30/11
Next EPS Date 03/65/2012

Price and Volume information

Zacks Rank j}g _i & E:EIK:I 30-Day Closing Prices
Yesterday's Close 40.76 :

52 Week High 4157 8 T I O N O O O 00 0 WO

52 Week Low 3264 | BN N

Beta 0.66 -

20 Day Moving Average  2,342,882.75

Target Price Consensus 42.25

10-07-11

% Price Change % Price Change Relative to S&P 500

4 Week 8.00 4 Week -0.42
12 Week 1719 12 Week 10.23
YTD 560 YTD 5.97
Share information Dividend Information

Shares Qutstanding 325.81 Dividend Yield 3.14%
S"",'(O“Sé | Annual Dividend $1.28

arket Capitalization .

(millions) 13,280.06 Payout Ratio 0.42
Short Ratio 1.47 Change in Payout Ratio 0.06

06/22/1993 Last Dividend Payout/ Amount  09/28/2011 1%0.32

Last Split Date

EPS Information Consensus Recommendations

Current Quarter EPS Consensus Estimate 0.45 Current (1=Strong Buy, 5=Strong Sell) 1.71
Current Year EPS Consensus Estimate 2.93 30 Days Ago 1.71
Estimated Long-Term EPS Growth Rate 5.00 60 Days Ago 1.86
Next EPS Report Date 03/05/2012 90 Days Ago 2.13
Fundamental Ratios

P/E EPS Growth Sales Growth

Current FY Estimate: 13.90 vs. Previous Year -10.27% vs. Previous Year -10.61%
Trailing 12 Months: 13.36 vs. Previous Quarter 142.59% vs. Previous Quarter: 13.51%

PEG Ratio

Price Ratios

2.78
ROE

ROA

http://www.zacks.com/research/print.php?type=report&t=EIX
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Zacks.com

Price/Book
Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/111

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

1.21
4.78
1.09

1.14
1.12
1.17

12.18
12.51
12.48

15.48
15.45
15.40

09/30/11
06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

9.35
9.95
10.18

1.00
0.97
1.02

12.18
12.51
12.48

1.18
1.21
1.17

09/30/11
06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=EIX

2.16
2.30
2.38

8.22
8.41
8.66

33.81
32.93
32.78

51.92
52.43
51.68

Page 2 of 2

11/7/2011



Zacks.com Page 1 of 2

ZACKS

WVESTHENT RESEARCH ‘
Proven Balings, Research & Retommendativns
Zacks.com Quotes and Research

GREAT PLAINS ENERGY INC (nvse) ZACKS RANK: 3 - HOLD

GXP 21.24 «0.10 (0.47%) Vol, 881,157 15:17 ET

Great Plains Energy Incorporated engages in the generation, transmission, distribution and sale of electricity to
customers located in all or portions of numerous counties in western Missouri and eastern Kansas. Customers
include residences, commercial firms, and industrials, municipalities and other electric utilities.

General Information

GREAT PLAINS EN

1200 MAIN ST.

KANSAS CITY, MO 64106-2124
Phone: 8165562200

Fax: 816-556-2446

Web: hitp://www.greatplainsenergy.com
Email: eula.jones@kepl.com

Industry UTIL-ELEC PWR
Sector: Utilities
Fiscal Year End December
Last Completed Quarter  09/30/11
Next EPS Date 02/23/2012

Price and Volume Information

A % CGKPY 30-Day Closing Prices 21.5

Zacks Rank i . 4 N o
Yesterday's Close 21.14 21.0

52 Week High 21.33 rs

52 Week Low 16.34 )

Beta 0.71 20.0

20 Day Moving Average 1,138,111.63 19.5

Target Price Consensus 21 .

11

% Price Change % Price Change Relative to S&P 500

4 Week 8.52 4 Week 0.06

12 Week 18.03 12 Week 11.02
YTD 9.03 YTD 9.41

Share Information Dividend Information

Shares Outstanding 135.95 Dividend Yield 3.93%
&”"‘L"”Sg) | Annual Dividend $0.83

arket Capitalization .
(millions) 2,873.94 Payout Ratio 0.70
Short Ratio 4.44 Change in Payout Ratio -0.10
Last Split Date 06/01/19g2 Last Dividend Payout / Amount 08/25/2011 / $0.21
| EPS Information Consensus Recommendations

Current Quarter EPS Consensus Estimate 0.02 Current {(1=Strong Buy, 5=Strong Sell) 2.25
Current Year EPS Consensus Estimate 1.26 30 Days Ago 2.00
Estimated Long-Term EPS Growth Rate 6.50 60 Days Ago 1.86
Next EPS Report Date 02/23/2012 90 Days Ago 1.75
Fundamental Ratios

P/E EPS Growth Sales Growth

Current FY Estimate: 16.78 vs. Previous Year -5.21% vs. Previous Year 6.16%
Trailing 12 Months: 17.76 vs. Previous Quarter 193.55% vs. Previous Quarter: 36.91%
PEG Ratio 2.58

Price Ratios ROE ROA

Price/Book 0.96 09/30/11 5.76 09/30/11 1.88

http://www.zacks.com/research/print.php?type=report&t=GXP 11/7/2011
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Price/Cash Flow
Price / Sales

Current Ratio
; 09/30/11
} 06/30/11
| 03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

5.08
1.25

0.44
0.42
0.39

10.66
10.89
1247

3.19
3.10
2.91

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

5.99
6.75

0.30
0.28
0.23

10.66
10.89
12.47

0.92
0.98
0.98

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=GXP

1.96
2.21

7.28
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HAWAIIAN ELEC INDUSTRIES (vsg) ZACKS RANK: 4 - SELL

HE 25.84 =-0.84 (-3.15%) Vol. 614,907 15:17 ET

Hawaiian Electric industries, Inc. is a holding company with subsidiaries engaged in the electric utility, savings bank,
freight transportation, real estate development and other businesses, primarily in the State of Hawaii, and in the
pursuit of independent power projects in Asia and the Pacific.

General Information
HAWAIIAN ELEC

900 RICHARDS ST
HONOLULU, HI 96813
Phone: 8085435662
Fax: 808-543-7966

Web: http://www.hei.com
Email: skimura@hei.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December
Last Completed Quarter  09/30/11
Next EPS Date 02/09/2012

Price and Volume Information

#%  [HEJ 30-Day Closing Prices }

Zacks Rank Fi e
Yesterday's Close 26.68
52 Week High 26.79
52 Week Low 20.58
Beta 0.51
20 Day Moving Average  465,346.41
Target Price Consensus 24.9

i

10-07-1 = R ¥ Y T Y

% Price Change % Price Change Relative to S&P 500

4 Week 9.34 4 Week 0.81
12 Week ) 18.95 12 Week 11.88
YTD 17.07 YTD 17.48

Share Information Dividend Information

Shares Outstanding 95.88 Dividend Yield 4.65%
(millions) -~ Annual Dividend $1.24
m‘i‘fgsc)ap“a"zat‘°” 2,558.02 Payout Ratio 0.93
Short Ratio 575 Change in Payout Ratio -0.09
Last Spiit Date 06/14/2004 Last Dividend Payout/ Amount  08/11/2011/$0.31

EPS Information Consensus Becommendations

Current Quarter EPS Consensus Estimate 0.38 Current (1=Strong Buy, 5=Strong Sell) 2.80
Current Year EPS Consensus Estimate 1.40 30 Days Ago 2.80
Estimated Long-Term EPS Growth Rate 8.60 60 Days Ago 2.80
Next EPS Report Date 02/09/2012 90 Days Ago 2.80

Fundamental Ratios

P/E EPS Growth Sales Growth

Current FY Estimate: 19.03 vs. Previous Year 42.86% vs. Previous Year 27.62%
Trailing 12 Months: 19.91 vs. Previous Quarter 78.57% vs. Previous Quarter: 11.59%
PEG Ratio 2.22

Price Ratios ROE ROA
Price/Book 1.66 09/30/11 8.66 09/30/11 1.42

http://www.zacks.com/research/print.php?type=report&t=HE 11/7/2011
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| Price/Cash Flow
i Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

9.15
0.83

0.94
0.93
0.93

8.62
6.25
6.72

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

7.68
7.88

0.94
0.93
0.93

6.62
6.25
6.72

0.87
0.95
0.96

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php ?type=report&t=HE
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4.23
3.96
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16.04
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IDACORP INC nvsg) ZACKS RANK: 2 - BUY

DA 40.43 N/A {N/A%) Vol. 106,455 15:18 ET

idacorp Inc. is an electric public utility company. The company is engaged in the generation, purchase, transmission,
distribution and sale of electric energy primarily in the areas including southern idaho, eastern Oregon and northern
Nevada. The company relies heavily on hydroelectric power for its generating needs and is one of the nation’s few
investor-owned utilities with a predominantly hydro base. The company'’s principal commercial and industrial
customers include lodges, condominiums, and ski lifts and related facilities.

General information
IDACORP INC

1221 WEST IDAHO STREET
BOISE, ID 83702-5627
Phone: 2083882200

Fax: 208-388-6916

Web: www.idacorpinc.com
Email: None

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/22/2012

Price and Volume information

Zacks Rank & i C[IDRI 30-Day Closing Pric;es E 42.0
Yesterday's Close 40.43

52 Week High 41.97

52 Week Low 33.88

Beta 0.44

20 Day Moving Average  300,403.66

Target Price Consensus 41 .

10~07-11

% Price Change % Price Change Relative to S&P 500

4 Week 4.61 4 Week -3.56
12 Week 11.81 12 Week 517
YTD 9.33 YTD 9.71
Share Information Dividend Information

Shares Qutstanding 4971 Dividend Yield 2.97%
{millions) o Annual Dividend $1.20
oy alzation 2,009.86 Payout Ratio 0.49
Short Ratio 4.07 Change in Payout Ratio -0.03
Last Split Date N/A Last Dividend Payout / Amount 11/03/2011 / $0.30
EPS Information Consensus Recommendations

Current Quarter EPS Consensus Estimate 0.46 Current (1=Strong Buy, 5=Strong Sell) 2.50
Current Year EPS Consensus Estimate 3.40 30 Days Ago 217
Estimated Long-Term EPS Growth Rate 4.70 60 Days Ago 2.33
Next EPS Report Date 02/22/2012 90 Days Ago 2.33
Fundamental Ratios

P/E EPS Growth Sales Growth

Current FY Estimate: 11.89 vs. Previous Year -27.34% vs. Previous Year 0.09%
Trailing 12 Months: 16.57 vs. Previous Quarter 140.48% vs. Previous Quarter: 31.77%
PEG Ratio 2.55

Price Ratios ROE ROA

http://www.zacks.com/research/print.php?type=report&t=IDA 11/7/2011
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Price/Book
Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

1.21
7.50
1.95

1.22
0.96
1.02

13.47
14.95
15.36

7.46
7.74
8.23

09/30/11
06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11

Debt-to-Equity
09/30/11
06/30/11
03/31/11

7.67
8.85
10.35

0.84
0.68
0.78

13.47
14.95
15.36

0.90
0.95
0.96

08/30/11
06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
086/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=IDA
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11.79
13.44
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33.41
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INTEGRYS ENERGY GROUP INC (nvsg) ZACKS RANK: 2 - BUY
TEG 5265  ~-0.29 {-0.55%) Vaol. 548,680 15:18 ET

Integrys Energy Group is a diversified holding company with regulated utility operations operating through six wholly
owned subsidiaries. These include the Wisconsin Public Service Corporation, The Peoples Gas Light and Coke
Company, North Shore Gas Company, Upper Peninsula Power Company, Michigan Gas Utilities Corporation, and
Minnesota Energy Resources Corporation; nonregulated operations serving the competitive energy markets through
its wholly owned nonregulated subsidiary, Integrys Energy Services; and also a 34% equity ownership interest in
American Transmission Company LLC (an electric transmission company operating in Wisconsin, Michigan,
Minnesota, and Hiinois).

General Information
INTEGRYS ENERGY

130 EAST RANDOLPH DRIVE
CHICAGO, IL 60601

Phone: 800-699-1269

Fax: -

Web: www.integrysgroup.com

Email: None

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/22/2012

Price and Volume Information

B! [TEG] 30-Day Closing Prices i

Zacks Rank i [ s5.4
Yesterday's Close 52.94
52 Week High 54.02
52 Week Low 42,76

Beta 0.85
20 Day Moving Average  585,687.00
Target Price Consensus 51.67

% Price Change % Price Change Relative to S&P 500

4 Week 9.34 4 Week 0.81
12 Week 12.71 12 Week 6.02
YTD 9.13 YTD 9.52
Share Information Dividend Information
Sh.a(es Outstanding 78.29 Dividend Yield 5.14%
(miliions) Annual Dividend $2.72
m{i‘i‘j;gap“a“za""“ 4,14457 Payout Ratio 0.85
Short Ratio 5 g7 Change in Payout Ratio -0.06
Last Split Date N/A Last Dividend Payout / Amount 08/29/2011 / $0.68
EPS Information Consensus Recommendations
Current Quarter EPS Consensus Estimate 1.05 Current (1=Strong Buy, 5=Strong Sell) 2.57
Current Year EPS Consensus Estimate 3.37 30 Days Ago 2.57
Estimated Long-Term EPS Growth Rate 450 60 Days Ago 2.71
Next EPS Report Date 02/22/2012 90 Days Ago 2.71
Fundamental Ratios

P/E EPS Growth Sales Growth
Current FY Estimate: 15.73 vs. Previous Year 22.86% vs. Previous Year -5.93%
Trailing 12 Months: 16.54 vs. Previous Quarter 13.16% vs. Previous Quarter: -7.13%

PEG Ratio 3.50

http://www.zacks.com/research/print.php?type=report&t=TEG 11/7/2011
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Price Ratios
Price/Book
Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

1.40
8.06
0.85

1.32
1.41
1.36

8.83
8.11
9.47

19.87
19.71
19.57

ROE
09/30/11
06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

8.55
8.39
8.62

1.06
1.28
1.29

8.83
8.1
9.47

0.70
0.71
0.72

ROA

09/30/11

06/30/11

03/31/11
Operating Margin
09/30/11

06/30/11

03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php ?type=report&t=TEG
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5.21
5.01
5.11

37.90
38.09
38.47

40.81
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ITC HLDGS CORP (nvsg) ZACKS RANK: 3 - HOLD
TC 7485  «-0.33 (-0.44%) vol. 135,111 15:19 ET

ITC Holdings Corp. is in the business of electricity transmission infrastructure improvements as a means to improve
electric reliability, reduce congestion and lower the overall cost of delivered energy. Through TC operating
subsidiaries, ITCTransmission and METC, we are the only publicly traded company engaged exclusively in the
transmission of electricity in the United States. We are also the largest independent electric transmission company
and the eighth largest electric transmission company in the country based on transmission load served. lts business
strategy is to operate, maintain and invest in our transmission infrastructure in order to enhance system integrity and
reliability and to reduce transmission constraints. By pursuing this strategy, we seek to reduce the overall cost of
delivered energy for end-use consumers by providing them with access to electricity from the lowest cost electricity
generation sources.

General Information

ITC HOLDINGS CP

27175 ENERGY WAY

NOVi, MI 48377

Phone: 248-946-3000

Fax: -

Web: http//www.itc-holdings.com
Email: None

industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December
Last Completed Quarter  09/30/11
Next EPS Date 02/21/2012

Price and Volume Information

B [ITCY 30-Day Closing Prices ;

Zacks Rank i5
Yesterday's Close 75.18
52 Week High 78.89
52 Week Low 59.77
Beta 0.64
20 Day Moving Average  473,241.66
Target Price Consensus 80.83

10-97-11

% Price Change % Price Change Relative to S&P 500

4 Week 6.71 4 Week -1.61
12 Week 6.25 12Week -0.06
YTD 2130 YTD 21.72

| Share Information Dividend Information
Shares Outstanding 51.30 Dividend Yield 1.88%
{miliions) o Annual Dividend $1.41
{‘f;,’l‘i‘c‘f;sap"a“za"°” 3,856.43 Payout Ratio 0.44
Short Ratio 6.93 Change in Payout Ratio -0.16
Last Split Date N/A Last Dividend Payout / Amount 08/30/2011 / $0.35

EPS Information Consensus Recommendations
| Current Quarter EPS Consensus Estimate 0.84 Current (1=Strong Buy, 5=Strong Sell) 1.75
i Current Year EPS Consensus Estimate 3.33 30 Days Ago 1.50
| Estimated Long-Term EPS Growth Rate 16.50 60 Days Ago 1.29
‘ Next EPS Report Date 02/21/2012 90 Days Ago 1.50

Fundamental Ratios

P/E EPS Growth Sales Growth
Current FY Estimate: 22.60 vs. Previous Year 13.33% vs. Previous Year 7.46%

http://www.zacks.com/research/print.php ?type=report&t=ITC 11/7/2011
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Trailing 12 Months:
PEG Ratio

Price Ratios
Price/Book
Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

23.49
1.37

3.20
16.37
5.18

0.99
1.02
1.17

34.37
34.22
33.71

3.26
3.13
3.13

vs. Previous Quarter

ROE
09/30/11
06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

2.41%

14.21
14.08
13.90

0.80
0.85
0.94

34.37
34.22
33.71

2.14
2.16
2.18

vs. Previous Quarter:

ROA

09/30/11

06/30/11

03/31/11
Operating Margin
09/30/11

06/30/11

03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=ITC

3.35%

3.71
3.67
3.59

22.26
21.89
21.47

23.51
23.32
22.75

68.12
68.31
68.52
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PEPCO HOLDINGS INC (nysg) ZACKS RANK: 3 - HOLD
POM  19.51 »-0.07 {-0.36%) Vol, 868,037 15:20 ET

Pepco Holdings, Inc. is an energy holding company. Pepco has been providing reliable electric service for more than
one hundred years. Today, they deliver electricity to homes and businesses in the District of Columbia and its
Maryland suburbs.

General Information

PEPCO HLDGS

SUITE 1300 701 NINTH STREET NW
WASHINGTON, DC 20068

Phone: 202-872-2000

Fax: 202-331-6750

Web: http://www.pepcoholdings.com
Email: investor@pepcoholdings.com

industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December
Last Completed Quarter  09/30/11
Next EPS Date 02/24/2012

Price and Volume Information

. B [POHI 30-Dau Closing Prices i 20.4

Zacks Rank {‘;‘
Yesterday's Close 19.58
52 Week High 20.36
52 Week Low 16.57
Beta 0.52
20 Day Moving Average 1,743,203.63
Target Price Consensus 18.5

% Price Change % Price Change Relative to S&P 500

4 Week 4.99 4 Week -3.20
12 Week 7.88 12 Week 1.47
YTD 728 YTD 7.67

Share Information Dividend Information

Shares Outstanding 296 .40 Dividend Yield 5.52%
(milfons) Annual Dividend $1.08
l(\ﬁl;lrllgoeéso)apltahzatron 4,432.83 Payout Ratio 0.84
Short Ratio 4.47 Change in Payout Ratio 0.03
Last Split Date N/A Last Dividend Payout/ Amount  09/08/2011 /$0.27

EPS Information Consensus Recommendations

Current Quarter EPS Consensus Estimate 0.16 Current (1=Strong Buy, 5=Strong Self) 2.80
Current Year EPS Consensus Estimate 1.24 30 Days Ago 2.80
Estimated Long-Term EPS Growth Rate 4,00 60 Days Ago 2.78
Next EPS Report Date 02/24/2012 90 Days Ago 2.78

Fundamental Ratios

P/E EPS Growth Sales Growth

Current FY Estimate: 15.80 vs. Previous Year -32.69% vs. Previous Year -20.51%
Trailing 12 Months: 15.18 vs. Previous Quarter -16.67% vs. Previous Quarter: 16.61%
PEG Ratio 3.95

Price Ratios ROE ROA
Price/Book 1.02 09/30/11 6.83 09/30/11 2.04

http://www.zacks.com/research/print. php?type=report&t=POM 11/7/2011
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Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

6.57
0.71

0.96
0.96
0.89

5.69
3.52
2.82

37.01
40.27
42.28

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

7.73
7.32

0.87
0.87
0.82

5.69
3.52
2.82

0.96
0.97
0.95

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=POM

2.30
2.1

4.72
4.96
4.52

19.25
19.12
18.93

49.06
49.35
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PG&E CORP nvsg)
PCG 40,19 w-0.67 (-1.64%) Vol. 2,913,573 15:21 ET

ZACKS RANK: 3 - HOLD

PG&E Corporation is an energy-based holding company. Pacific Gas and Electric Company, the company's primary

subsidiary, is an operating public utility engaged principally in the business of providing electricity and natural gas
distribution and transmission services throughout most of Northern and Central California.

General Information

PG&E CORP

ONE MARKET SPEAR TOWER SUITE 2400
SAN FRANCISCO, CA 94105

Phone: 4152677000

Fax: 415-267-7268

Web: http://www.pgecorp.com

Email: invrel@pge-corp.com

industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December
Last Completed Quarter  09/30/11
Next EPS Date 02/16/2012

Price and Volume Information

7acks Rank & % :?ce: 30-30«.3 ty:losi‘nsbpric‘es % 43.5
Yesterday’s Close 40.86 : 3.0
52 Week High 48.63 42,5
52 Week Low 37.57 42,0
Beta 0.30 15
20 Day Moving Average  3,231,359.50 o
Target Price Consensus 44.65

% Price Change

% Price Change Relative to S&P 500

4 Week -4.91 4 Week -12.33

12 Week 2.51 12 Week -3.58

YTD -14.59 YTD -14.29

Share Information Dividend Information

Shares Qutstanding Dividend Yieid 4.45%

(millions) 402.24 -

Market Capitalizati Annual Dividend $1.82
arket Capitalization .

(millions) 16,435.73 Payout Ratio 0.54

Short Ratic 1.4g Change in Payout Ratio 0.00

Last Split Date N/A Last Dividend Payout / Amount 09/29/2011 / $0.46

EPS Information Consensus Recommendations

Current Quarter EPS Consensus Estimate 0.83 Current (1=Strong Buy, 5=Strong Sell) 1.87

Current Year EPS Consensus Estimate 3.52 30 Days Ago 1.87

Estimated Long-Term EPS Growth Rate 5.00 60 Days Ago 1.94

Next EPS Report Date 02/16/2012 90 Days Ago 1.94

Fundamental Ratios

P/E EPS Growth Sales Growth

Current FY Estimate: 11.60 vs. Previous Year 5.88% vs. Previous Year 9.88%

Trailing 12 Months: 12.09 vs. Previous Quarter 5.88% vs. Previous Quarter: 4.78%

PEG Ratio 2.32

Price Ratios ROE ROA

Price/Book 1.35 09/30/11 11.49 09/30/11 2.91

http://www.zacks.com/research/print.php ?type=report&t=PCG
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Price/Cash Flow
Price / Sales

Current Ratio
08/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

4.59
1.11

0.86
0.87
0.70

9.77
10.81
11.03

29.68
29.41
28.91

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

11.40
11.13

0.80
0.82
0.67

9.77
10.81
11.03

1.33
0.97
0.91

06/30/11
03/31/11

Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=PCG

2.87
2.79

9.23
8.19
9.09

30.36
30.26
29.44

57.05
49.26
47.64
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PORTLAND GEN ELEC CO (nvsg
POR 25.03 »-0.11 (-0.44%)

Vol. 420,406 15:22 ET

ZACKS RANK: 3 - HOLD

Portland General Electric, headquartered in Portland, Ore., is a vertically integrated electric utility that serves
residential, commercial and industrial customers in Oregon. The company has more than a century of experience in
power delivery. PGE generates power from a diverse mix of resources, including hydropower, coal and natural gas.
PGE also participates in the wholesale market by purchasing and selling electricity and natural gas to utilities and

energy marketers.

General Information
PORTLAND GEN EL

121 SW SALMON ST 1WTC0501
PORTLAND, OR 87204

Phone: 5034647779

Fax: -

Web: www.portlandgeneral.com
Email: investors@pgn.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December
Last Completed Quarter  09/30/11
Next EPS Date 02/24/2012

Price and Volume Information

Zacks Rank Fi-d

Yesterday's Close 25.14

52 Week High 26.05

52 Week Low 20.71

Beta 0.66

20 Day Moving Average  774,833.63

Target Price Consensus 26.13

% Price Change

4 Week 8.27
12 Week 9.26
YTD 15.85
Share information
Shares Qutstanding

(millions) 75.34
Market Capitalization

(millions) 1.894.07
Short Ratio 3.08
Last Split Date N/A
EPS Information
Current Quarter EPS Consensus Estimate 0.39
Current Year EPS Consensus Estimate 2.01
Estimated Long-Term EPS Growth Rate 5.00

Next EPS Report Date 02/24/2012

Fundamental Ratios

P/E EPS Growth
Current FY Estimate: 12.54 vs. Previous Year
Trailing 12 Months:
PEG Ratio 2.51

Price Ratios ROE

13.16 vs. Previous Quarter

LPOR] 30-Day Closing Prices %

10-07-11 11-04-11

% Price Change Relative to S&P 500
4 Week

12 Week

YTD

Dividend Information
Dividend Yield

Annual Dividend

Payout Ratio

Change in Payout Ratio

Last Dividend Payout / Amount

Consensus Recommendations
Current (1=Strong Buy, 5=Strong Sell)
30 Days Ago
60 Days Ago
90 Days Ago

Sales Growth
-44.62% vs. Previous Year
24.14% vs. Previous Quarter:

ROA

http://www.zacks.com/research/print.php?type=report&t=POR

-0.18
2.77
16.26

4.22%
$1.06
0.55
-0.02

09/22/2011 /7 $0.26

2.67
244
2.44
2.67

-5.39%
6.81%
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Price/Book
Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover

09/30/11
06/30/11
03/31/11

1.15
5.21
1.06

1.54
1.54

12.51
12.54

16.83
16.90

08/30/11
06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

8.77
10.19
10.46

1.39
1.42

12.51
12.54

1.09
1.09

09/30/11
06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=POR

2.60
2.98
3.03

7.99
9.10
9.19

21.88
21.84

52.18
52.22

Page 2 of 2
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PPL CORP (nysp) ZACKS RANK: 3 - HOLD

PPL 29.75 0.08 {0.27%) Vol, 1,703,780 15:22 ET

PPL Corporation is an energy and utility holding company. PPL controls more than 12,000 megawatts of generating
capacity in the United States, sells energy in key U.S. markets and delivers electricity to customers in Pennsylvania
and the United Kingdom.

General Information

PPL CORP

TWO N NINTH ST ~
ALLENTOWN, PA 18101-1179
Phone: 610-774-5151

Fax: 610-774-5106

Web: http:/Avww.pplresources.com
Email: invserv@pplweb.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/10/2012

Price and Volume Information

Zacks Rank fk ] : E?PL‘J ?0—0«3 Closins:Pricfs :
Yesterday's Close 29.67
52 Week High 30.27
52 Week Low 24.10
Beta 0.44
20 Day Moving Average  3,650,914.75
Target Price Consensus 30.4
% Price Change % Price Change Relative to S&P 500
4 Week 559 4 Week -2.65
12 Week 1411 12 Week 7.34
YTD 1273 YTD 13.13
Share Information Dividend Information
Shares Outstanding 577.75 Dividend Yield 4.72%
:\T”I"o”sc) alizati Annual Dividend $1.40
arket Capitalization .
(millions) 17,141.81 Payout Ratio 0.48
Short Ratio 370 Change in Payout Ratio -0.08
Last Split Date 08/25/2005 Last Dividend Payout / Amount 09/07/2011 / $0.35
EPS information Consensus Recommendations
Current Quarter EPS Consensus Estimate 0.62 Current (1=Strong Buy, 5=Strong Sell) 2.08
Current Year EPS Consensus Estimate 2.61 30 Days Ago 2.08
Estimated Long-Term EPS Growth Rate 12.20 60 Days Ago 2.18
Next EPS Report Date 02/10/2012 90 Days Ago 2.25
Fundamental Ratios
P/E EPS Growth Sales Growth
Current FY Estimate: 11.37 vs. Previous Year 2.70% vs. Previous Year 43.18%
Trailing 12 Months: 10.27 vs. Previous Quarter 68.89% vs. Previous Quarter: 25.35%
PEG Ratio 0.93
| Price Ratios ROE ROA
i Price/Book 1.54 09/30/11 15.27 09/30/11 4.08

http://www.zacks.com/research/print.php?type=report&t=PPL 11/7/2011



http://Zacks.com
http://www.pplresources.com
mailto:invserv@pplweb.com
http://www

Zacks.com

Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

6.71
1.65

0.13
1.17
1.17

18.59
17.96
17.64

9.32
9.67
9.99

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

15.45
16.50

1.03
1.05

18.59
17.96
17.64

1.61
1.39

06/30/11
03/31/11

Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=PPL

4.28
4.76

14.46
15.05
16.63

19.24
18.92
18.16

61.62
58.19

Page 2 of 2

11/7/2011



http://Zacks.com
http://www

Zacks.com Page 1 of 2

ZACKS

MYESTHENT BESEARCH
Proven Ratings, Researth& Recommendations
Zacks.com Quotes and Research

TECO ENERGY INC (vsg) ZACKS RANK: 3 - HOLD

TE 19.11 «0.10 {0.53%) Vol. 1,086,369 15:23 ET

TECO Energy, Inc. is a diversified, energy-related holding company. lts principal businesses are Tampa Electric,
Peoples Gas, Florida's largest natural gas distributor; TECO Power Services, an independent power company;
TECO Transport, a river and ocean transportation company; TECO Coal, producer of coal and synthetic fuel; and
TECO Solutions, an energy services/engineering company. (Company Press Release)

| General Information

- TECO ENERGY
702 N FRANKLIN ST
TAMPA, FL 33602
Phone: 8132284111
Fax: 813-228-1670 :
Web: htip://www.tecoenergy.com
Email: investorrelations@tecoenergy.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/10/2012

Price and Volume Information

Zacks Rank i{é #2 [TE] 30-Day Closing Pri'ces g
Yesterday's Close 19.01 ot e bk
52 Week High 19.66
52 Week Low 15.82
Beta 0.82
20 Day Moving Average 2,160,514.75
Target Price Consensus 18.82
10-07-11 11-04-11

% Price Change % Price Change Relative to S&P 500

4 Week 1123 4 Week 2.56
12 Week 12.42 12 Week 574
YTD 6.80 YTD 717
Share Information Dividend Information
Shfafes Outstanding 215,72 Dividend Yield 4.52%
(millions) o Annual Dividend $0.86
m[{i‘;‘]gap“a“za“"” 4,100.90 Payout Ratio 0.69
Short Ratio 2g{ Change in Payout Ratio -0.06
Last Spiit Date 08/31/1993 Last Dividend Payout / Amount 08/11/2011/$0.22
EPS Information Consensus Recommendations
Current Quarter EPS Consensus Estimate 0.29 Current (1=Strong Buy, 5=Strong Sell) 2.69
Current Year EPS Consensus Estimate 1.31 30 Days Ago 2.81
Estimated Long-Term EPS Growth Rate 4,70 60 Days Ago 2.81
Next EPS Report Date 02/10/2012 90 Days Ago 2.81
Fundamenta! Ratios

P/E EPS Growth Sales Growth
Current FY Estimate: 14.50 vs. Previous Year 23.53% vs. Previous Year 1.06%
Trailing 12 Months: 15.21 vs. Previous Quarter 16.67% vs. Previous Quarter: 2.90%
PEG Ratio 3.1

Price Ratios ROE ROA
Price/Book 1.81 09/30/11 12.15 09/30/11 3.74

http://www.zacks.com/research/print.php?type=report&t=TE 117772011
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Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

6.94
1.22

0.83
0.90
0.98

12.89
12.19
11.85

9.45
9.29
9.27

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/111

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

11.56
11.77

0.63
0.61
0.64

12.89
12.19
11.85

1.19
1.33
141

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=TE

3.50
3.49

7.97
7.51
7.54

10.49
10.31
1017

54,32
57.09
58.42

Page 2 of 2
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WESTAR ENERGY INC nysg)
WR 2728  «002 (0.07%)

Vol. 1,371,210

15:24 ET

ZACKS RANK: 3 - HOLD

Westar Energy is a consumer services company with interests in monitored services and energy. Westar Energy
provides electric utility services to customers in Kansas. Westar Energy's goal is to operate the best utility in the
Midwest. They will provide their customers quality service at below average prices. Westar Energy Generation and
Marketing will be a preferred energy provider, both inside and outside their service territory.

General Information
WESTAR ENERGY

818 KANSAS AVE

TOPEKA, KS 66601

Phone: 7855756300

Fax: 785-575-6596

Web: http://www.westarenergy.com
Email: ir@westarenergy.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December

Last Completed Quarter  09/30/11

Next EPS Date 02/23/2012

Price and Volume Information

Zacks Rank i
Yesterday's Close 27.27
52 Week High 27.98
52 Week Low 22.63
Beta 0.59
20 Day Moving Average - 1,164,479.38
Target Price Consensus 28.58

% Price Change
4 Week

12 Week

YTD

Share Information
Shares Outstanding

3.30
11.03
8.39

115.81

(millions)

Market Capitalization

(millions) 3,158.22
Short Ratio 7.76
Last Split Date N/A
EPS Information
Current Quarter EPS Consensus Estimate 0.11
Current Year EPS Consensus Estimate 1.77
Estimated Long-Term EPS Growth Rate 6.10
Next EPS Report Date 02/23/2012
Fundamental Ratios

P/E EPS Growth

Current FY Estimate:

15.41 vs. Previous Year

__{ % [HR1 30-Day Closing Prices %

-

10-07-11

% Price Change Relative to S&P 500
4 Week

12 Week

YTD

Dividend Information
Dividend Yield
Annual Dividend
Payout Ratio
Change in Payout Ratio
Last Dividend Payout / Amount 09/07/20
Consensus Recommendations
Current (1=Strong Buy, 5=Strong Sell)
30 Days Ago
60 Days Ago
90 Days Ago

Sales Growth
-3.92% vs. Previous Year

Trailing 12 Months: 21.14 vs. Previous Quarter -% vs. Previous Quarter:
PEG Ratio 2.53
Price Ratios ROE ROA

Price/Bock

1.22 09/30/11

7.92 09/30/11

http:/fwww.zacks.com/research/print.php ?type=report&t=WR

-4.76
4.44
8.77

4.69%
$1.28
0.99

0.22
11/$0.32

2.00
2.00
2,00
2.00

5.23%
29.20%

2.37

11/7/2011
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Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

6.25
1.47

0.68
0.68
0.67

14.69
13.48
14.18

5.46
5.40
5.38

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
08/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

8.10
8.63

0.45
0.45
0.41

14.69
13.48
14.18

1.06
112
1.14

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=WR

2.41
2.57

9.12
9.28
9.86

22.42
21.72
21.26

51.16
52.57
53.15
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WISCONSIN ENERGY CORP (nvsk) ZACKS RANK: 2 - BUY
WEC 32.82 «0.10 (0.31%) Yol. 748,058 15:24 ET

Wisconsin Energy Corp. is a holding company with subsidiaries in utility and non-utility businesses. The company
serves electric and natural gas customers in Wisconsin and Michigan's Upper Peninsula through its primary utility
subsidiaries Wisconsin Electric, Wisconsin Gas and Edison Sault Electric. Jts non-utility subsidiaries inciude energy
services and development, pump manufacturing, waste-to-energy, and real estate businesses. (Company Press
Release)

General Information

WISC ENERGY CP

231 W MICHIGAN ST .P O BOX 1331
MILWAUKEE, WI 53201

Phone: 414-221-2345

Fax: -

Web: http://www.wisconsinenergy.com
Email: None

industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December
Last Completed Quarter  09/30/11
Next EPS Date 02/07/2012

Price and Volume information

%%  [HEC) 30-Day Closing Prices ;

Zacks Rank i
Yesterday's Close 32.72
52 Week High 33.63
52 Week Low 27.00
Beta 0.33
20 Day Moving Average  1,658,206.38
Target Price Consensus 34.44

% Price Change % Price Change Relative to S&P 500

4 Week 3.91 4 Week -4.20
12 Week 10.08 12 Week 3.56
YTD 11.18 YTD 11.57

Share Information Dividend Iinformation

Shares Outstanding 23374 Dividend Yield 3.18%

ir:lll;(onsg | Annual Dividend $1.04
arket Capitalization "

(millions) 7,647.97 Payout Ratio 0.47

Short Ratio 3.4¢ Change in Payout Ratio 0.05

Last Split Date 03/02/2011 Last Dividend Payout/ Amount  08/10/2011/ $0.26

EPS Information Consensus Recommendations

Current Quarter EPS Consensus Estimate 0.50 Current (1=Strong Buy, 5=Strong Sell) 2.14
Current Year EPS Consensus Estimate 2.15 30 Days Ago 2.14
Estimated Long-Term EPS Growth Rate 7.50 60 Days Ago 2.14
Next EPS Report Date 02/07/2012 90 Days Ago 2.33

Fundamental Ratios

P/E EPS Growth Sales Growth

Current FY Estimate: 15.22 vs. Previous Year 15.79% vs. Previous Year 8.18%
Trailing 12 Months: 14.81 vs. Previous Quarter 34.15% vs. Previous Quarter: 6.16%
PEG Ratio 2.03

Price Ratios ROE ROA

http://www.zacks.com/research/print.php?type=report&t=WEC 11/7/2011
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Price/Book
Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

1.94
13.34
1.71

1.04
1.02
1.09

17.92
17.69
17.84

9.24
8.90
8.49

09/30/11
06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

13.45
13.18
13.14

0.70
0.73
0.88

17.92
17.69
17.84

1.17
1.10
1.11

09/30/11
06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php?type=report&t=WEC

3.99
3.90
3.84

11.75
11.56
11.59

16.86
16.89
16.70

83.77
52.15
52.44

Page 2 of 2

117772011



http://Zacks.com
http://www

ATTACHMENT C




NOVEMBER 11, 2011 VALUE LINE SELECTION & OPINION PAGE 1921

Selected Yields

} 3 Months Year 3 Months Year
| Recent Ago Ago Recent Ago Ago
| (11/02/11) (8/03/11) (11/03/10) (11/02/11) (8/03/11) (11/03/10)
; TAXABLE
3 Market Rates Mortgage-Backed Securities
‘ Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.62 1.82 1.23
i Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.34 2.43 1.51
? Prime Rate 3.25 3.25 3.25 FNMA 5.5% 2.10 2.36 1.27
‘ 30-day CP (A1/P1) 0.51 0.28 0.23 FNMA ARM 2.43 2.49 2.81
3-month LIBOR 0.43 0.27 0.29 Corporate Bonds
Bank CDs Financial (10-year) A 4.15 4.09 3.99
6-month 0.17 0.26 0.32 Industrial (25/30-year) A 4.18 4.93 5.28
1-year 0.21 0.44 0.53 Utility (25/30-year) A 4.12 4.87 5.35
5-year 1.14 1.62 1,57 Utility (25/30-year) Baa/BBB 4.76 5.43 5.79
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.01 0.01 0.12 Canada 2.17 2.67 2.87
6-month 0.04 0.08 0.15 Gerrnany 1.83 2.40 2.42
1-year 0.10 0.14 0.20 Japan 1.00 1.02 0.95
5-year 0.88 1.26 1.11 United Kingdom 2.29 2.74 3.15
10-year 1.99 2.62 2.57 Preferred Stocks
10-year (inflation-protected) -0.10 0.28 0.42 Utility A 5.82 6.05 5.77
30-year 3.01 3.90 4.04 Financial A 6.57 6.33 6.48
30-year Zero 3.22 4.27 4.43 Financial Adjustable A 5.50 5.50 5.50
. . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 4.12 4.47 3.96
25-Bond Index (Revs) 5.10 5.62 4.67
5.00% - General Obligation Bonds (GOs)
1-year Aaa 0.24 0.21 0.32
4.00% T-year A 1.05 0.96 1.13
5-year Aaa 1.28 1.20 1.31
5-year A 2.35 218 2.26
3.00% 10-year Aaa 2.57 2.87 271
/ 10-year A 3.56 4.18 3.86
2.00% ~ 25/30-year Aaa 4.03 4.28 4.23
/ 25/30-year A 5.37 5.77 5.41
R 4 e Eﬁﬁi’:ﬁﬂs e (25/30-“”)4 55 4.83 4.63
— _— _ . . .
0.00% ===t Year-Aeo Electric AA 4.90 5.16 4.65
Moo e 0 ° 10 30 Housing AA 5.59 5.80 5.50
' Hospital AA 4.94 5.08 4.84
Toll Road Aaa 4.55 4.90 4.64
Federal Reserve Data
BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels Average Levels Over the Last...
10/19/11 10/5/11 Change 12 Wks. 26 Wks. 52 Wks.
Excess Reserves 1571895 1541640 30255 1573995 1556283 1339026
Borrowed Reserves 11317 11429 -112 11732 13270 23713
Net Free/Borrowed Reserves 1560578 1530211 30367 1562263 1543014 1315313
MONEY SUPPLY
(One-Week Period; in Billions, Seasonally Adjusted)
Recent Levels Ann'l Growth Rates Over the Last...
10/17/11 106/10/11 Change 3 Mos. 6 Mos. 12 Mos.
M1 (Currency+demand deposits) 2150.9 2157.9 7.0 40.8% 30.1% 21.0%
M2 (M1+savings+small time deposits) 9628.7 9622.4 6.3 16.0% 15.7% 10.2%

©2011, Value Line Publishing LLC. All rights reserved, Factual material is obtained from sources belleved to be reliable and is provided without warranties of any kind. THE PUBLISHER
1S NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN, This publication is strictly for subscriber's own, non-commercial, internal use. No part of it may be reproduced,
resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

To subscribe call1-800-833-0045,
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Selected Yields
3 Months Year 3 Months Year
Recent Ago Ago Recent Ago Ago
(10/26/11) (7/27/11) (10/27/10) (16/26/11) (7/27/11) (10/27/10)
TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.76 2.04 1.22
Federal Funds 0.00-0.25  0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold)} 2.39 2.68 1.69
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 2.19 2.58 1.53
30-day CP (A1/P1) 0.49 0.22 0.23 FNMA ARM 247 2.51 2.86
3-month LIBOR 0.42 0.25 0.29 Corporate Bonds
Bank CDs Financial (10-year} A 4.41 4.42 4.22
6-month 0.17 0.26 0.32 Industrial (25/30-year) A 4.49 5.30 5.28
1-year 0.21 0.44 0.54 Utility (25/30-year) A 4.41 5.28 5.31
5-year 114 1.62 1.61 Utility (25/30-year} Baa/BBB 5.05 5.82 5.86
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.01 0.08 0.13 Canada 2.38 2.88 2.89
6-month 0.06 0.12 017 Germany 2.04 2.65 2.57
1-year 0.1 0.20 0.22 Japan 1.00 1.09 0.96
5-year 1.06 1.52 1.31 United Kingdom 2.47 2.98 3.15
10-year 2.20 2.98 2,72 Preferred Stocks
10-year (inflation-protected) 0.12 0.46 0.56 Utility A 5.21 5.14 5.79
30-year 3.22 4.29 4.06 Financial A 6.49 6.07 6.05
30-year Zero 3.43 4.69 4.40 Financial Adjustable A 5.50 5.50 5.50
. . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer indexes
6.00% S 20-Bond Index (GOs) 4.08 4.46 3.84
25-Bond Index (Revs) 5.07 5.32 4.60
5.00% —| General Obligation Bonds (GOs)
1-year Aaa 0.29 0.21 0.34
. T-year A 1.00 1.01 113
*.00% 4 5-year Aaa 1.41 1.27 1.28
5-year A 2.42 2.27 2.24
8.00% / 10-year Aaa 2.69 2.92 2.64
10-year A 3.60 4.23 3.77
2.00% ~ 25/30-year Aaa 4.10 434 4.21
25/30-year A 5.42 5.83 5.41
1.00% - / — Current Revenu.e Bonds (Revs) {25/30-Year)
L — Year-Ago Education AA 4.56 4.87 4.63
0.00% = Electric AA 4.94 5.19 4.65
8 61235 10 80 Housing AA 5.66 5.84 5.52
Mos.  Years .
Hospital AA 4.97 512 4.80
Toll Road Aaa 4.57 4.92 4.62

Federal Reserve Data

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels

Average Levels Over the Last...

10/19/11 10/5/11 Change 12 Wks. 26 Whks. 52 Whks.
Excess Reserves 1572296 1541887 30409 1574153 1556363 1339067
Borrowed Reserves 11317 11429 -112 11732 13270 23713
Net Free/Borrowed Reserves 1560979 1530458 30521 1562421 1543093 1315354

MONEY SUPPLY
{One-Week Period; in Billions, Seasonally Adjusted)
Recent Levels

Ann’l Growth Rates Over the Last...

10/10/11 10/3/11 Change 3 Mos. 6 Mos. 12 Maos.
M1 (Currency+demand deposits) 2152.4 2192.5 -40.1 41.1% 30.9% 20.1%
M2 (M1+savings+small time deposits} 9621.4 9604.8 16.6 17.3% 15.8% 10.2%

© 2011, Value Line Publishing LLC, All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind. THE PUBLISHER
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Selected Yields
3 Months Year 3 Months Year
Recent Ago Ago Recent Ago Ago

(10/19/11) (7/20/11) (10/20/10)

(10/19/11) (7/20/11) (10/20/10)

TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.84 2.06 1.29
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.36 2.64 1.68
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 2.17 2.55 1.52
30-day CP (A1/P1) 0.44 0.21 0.23 FNMA ARM 2.47 2.51 2.86
3-month LIBOR 0.41 0.25 0.29 Corporate Bonds
Bank CDs Financial (10-year) A 4.33 4.45 4.09
6-month 0.17 0.26 0.32 Industrial (25/30-year) A 4.53 5.32 5.14
1-year 0.21 0.45 0.54 Utility (25/30-year) A 4.40 5.27 5.22
5-year 1.14 1.62 1.61 Utility (25/30-year) Baa/BBB 4.92 5.78 5.72
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.02 0.02 0.13 Canada 2.33 2.95 2.75
6-month 0.05 0.07 0.17 Germany 2.06 2.77 2.44
1-year 0.11 0.16 0.21 Japan 1.02 1.09 0.90
5-year 1.04 1.47 1.10 United Kingdom 2.47 3.07 2.99
10-year 2.16 2.93 2.48 Preferred Stocks
10-year (inflation-protected) 0.20 0.54 0.42 Utility A 5.25 5.12 5.79
30-year 3.18 4.25 3.89 Financial A 6.69 6.07 6.59
30-year Zero 3.38 4.65 4.25 Financial Adjustable A 5.49 5.49 5.49
: : TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 4.17 4.51 3.82
25-Bond Index (Revs) 5.06 5.30 4.57
5.00% — General Obligation Bonds (GOs)
1-year Aaa 0.25 0.20 0.33
4.00% | 1-year A 1.08 1.04 1.11
5-year Aaa 1.39 1.27 1.25
. 5-year A 2.40 2.34 2.22
o / 10-year Aaa 2.69 2.91 2.56
10-year A 3.67 4.24 3.66
2.00% — 25/30-year Aaa 4.09 4.34 417
25/30-year A 5.45 5.85 5.41
1.00% — / — Current Revenue Bonds (Revs) (25/30-Year)
|_A _ Education AA 4,56 4.87 4.63
0.00% ==t Yearheo Electric AA 4.94 5.19 465
o128 10 30 Housing AA 5.64 5.80 5.53
Hospital AA 4.97 5.12 4.82
Toll Road Aaa 4.57 4.92 4.62

Federal Reserve Data

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels

10/5/11 9/21/11 Change
Excess Reserves 1541886 1548766 -6880
Borrowed Reserves 11429 11614 -185
Net Free/Borrowed Reserves 1530457 1537152 -6695

MONEY SUPPLY
(One-Week Period; in Billions, Seasonally Adjusted)
Recent Levels

10/3/11 9/26/11 Change
M1 (Currency+demand deposits) 2182.8 2134.4 48.4
M2 (M1+savings+small time deposits) 9617.9 9601.7 16.2

Average Levels Over the Last...

12 Wks. 26 Wks. 52 Wks.
1583023 1546301 1316519

11920 13833 25141
1571103 1532469 1291378

Ann’l Growth Rates Over the Last...

3 Mos. 6 Mos. 12 Maos.
43.1% 31.8% 22.6%
16.8% 15.8% 10.3%
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Selected Yields
3 Months Year 3 Months Year
Recent Ago Recent Ago Ago

(10/12/11) (7/13/11) (10/13/10)

(10/12/11) (7/13/11) (10/13/10)

TAXABLE
Market Rates

Discount Rate 0.75 0.75 0.75
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25
Prime Rate 3.25 3.25 3.25
30-day CP (A1/P1) 0.38 0.23 0.24
3-month LIBOR 0.40 0.25 0.29
Bank CDs
6-month 0.17 0.26 0.32
1-year 0.21 0.44 0.56
5-year 1.14 1.61 1.66
U.S. Treasury Securities
3-month 0.02 0.03 0.12
6-month 0.04 0.05 0.16
1-year 0.08 0.15 0.20
5-year 1.15 1.44 1.12
10-year 2.21 2.88 2.42
10-year (inflation-protected) 0.23 0.52 0.36
30-year 3.20 417 3.82
30-year Zero 3.39 4.55 4.16
Treasury Security Yield Curve

6.00%

5.00%

4.00%

e /

2.00% - /

1.00% ~ / = Current

_,// — Year-Ago
0.00% ——
3 61 2335 10 30

Mos.  Years

Mortgage-Backed Securities

GNMA 5.5%

FHLMC 5.5% (Gold)
FNMA 5.5%

FNMA ARM

Corporate Bonds
Financial (10-year) A
Industrial (25/30-year) A
Utility (25/30-year) A

Utility (25/30-year) Baa/BBB

Foreign Bonds (10-Year)
Canada

Germany

Japan

United Kingdom
Preferred Stocks

Utility A

Financial A

Financial Adjustable A

TAX-EXEMPT
Bond Buyer Indexes
20-Bond Index (GOs)
25-Bond Index (Revs)

General Obligation Bonds (GOs)

1-year Aaa
1-year A
5-year Aaa
5-year A
10-year Aaa
10-year A
25/30-year Aaa
25/30-year A

Revenue Bonds (Revs) (25/30-Year)

Education AA
Electric AA
Housing AA
Hospital AA
Toll Road Aaa

Federal Reserve Data

1.89 2n 1.27
2.32 2,66 1.74
217 2.56 1.58
2.47 2.51 2.86
4.37 4.37 3.96
4.59 5.26 5.01
4.53 5.20 5.02
4.99 5.75 5.56
2.35 293 2.73
2.19 2.75 2.28
1.00 1.1 0.88
2.64 3.12 2.88
5.57 5.22 5.76
6.81 6.03 6.38
5.49 5.49 5.49
4.14 4.65 3.84
5.04 5.36 4.58
0.26 0.20 0.34
1 1.04 1.14
1.41 1.32 1.28
2.43 2.40 2.22
2.63 2.90 2.58
3.75 4.20 3.71
4.12 4.34 4.15
5.50 5.85 5.40
4.59 4.87 4.61
4.97 5.19 4.63
5.63 5.84 5.50
5.00 5.13 4.81
4.60 4.93 4.60

Excess Reserves
Borrowed Reserves
Net Free/Borrowed Reserves

M1 (Currency+demand deposits)

M2 (M1+savings+small time deposits)

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels

10/5/11 9/21/11 Change
1541919 1548799 -6880
11429 11614 -185
1530490 1537185 -6695
MONEY SUPPLY

(One-Week Period; in Billions, Seasonally Adjusted)
Recent Levels

9/26/11 9/19/11 Change
2136.9 2105.7 31.2
9603.6 9569.8 33.8

Average Levels Over the Last...

12 Whks. 26 Wks. 52 Wks.
1583036 1546308 1316523

11920 13833 25141
1571116 1532476 1291381

Ann’l Growth Rates Over the Last...

3 Mos. 6 Mos. 12 Mos.
44.4% 26.2% 20.6%
20.6% 16.1% 10.1%
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Selected Yields

3 Months Year 3 Months Year
Recent Ago Ago Recent Ago Ago
(10/05/11) (7/06/11) (10/06/10) (10/05/11) (7/06/11) (10/06/10)
TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.54 2.32 1.65
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.23 2.9 2.16
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 2.13 2.81 2.02
30-day CP (A1/P1) 0.41 0.18 0.27 FNMA ARM 2.47 2.51 2.86
3-month LIBOR 0.38 0.25 0.29 Corporate Bonds
Bank CDs Financial (10-year) A 3.88 4,55 3.93
6-month 0.17 0.26 0.33 industrial (25/30-year} A 4.29 5.44 4,92
1-year 0.21 0.44 0.57 Utility (25/30-year) A 4.21 5.40 4.91
S-year 1.18 1.63 1.68 Utility (25/30-year) Baa/BBB 4.65 5.93 5.45
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.01 0.01 0.12 Canada 2.14 3.04 2.74
6-month 0.02 0.05 0.17 Germany 1.84 2.93 2.22
1-year 0.09 0.17 0.22 Japan 0.97 1.18 0.85
5-year 0.95 1.66 1.16 United Kingdom 2.36 3.25 2.90
10-year 1.89 3.1 2.40 Preferred Stocks
10-year (inflation-protected) 0.08 0.68 0.46 Utility A 5.29 5.17 6.08
30-year 2.85 4.36 3.68 Financial A 6.51 6.03 6.43
30-year Zero 3.03 4.75 3.98 Financial Adjustable A 5.48 5.48 5.48
. : TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 3.93 4.59 3.84
25-Bond Index (Revs) 5.01 5.34 4.59
5.00% | General Obligation Bonds (GOs)
1-year Aaa 0.20 0.23 0.32
4.00% 1-year A 0.97 1.02 1.12
5-year Aaa 113 1.33 1.33
. 5-year A 2,18 2.45 2.28
3.00% A 10-year Aaa 2.36 2.75 2.61
/ 10-year A 3.47 4.20 377
2.00% ~ 25/30-year Aaa 3.88 4.39 4.16
/ 25/30-year A 5.53 5.86 5.41
107 //  Curent ‘Elceitljir:tjii):o:is (R (25/30-Yean 4.56 4.89 4.62
0.00% ==L YearrAgo Electric AA 4.92 5.21 463
3,512385 10 30 Housing AA 5.55 5.85 5.52
: Hospital AA 4.92 5.25 481
Toll Road Aaa 4.58 4.99 4.61

Federal Reserve Data

Excess Reserves
Borrowed Reserves
Net Free/Borrowed Reserves

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels

9/21/11 9/7/11 Change
1548799 1568587 -19788
11614 11685 -71
1537185 1556902 -19717
MONEY SUPPLY

(One-Week Period; in Billions, Seasonally Adjusted)
Recent Levels

9/19/11 9/12/11 Change
M1 (Currency+demand deposits) 2105.7 2106.1 0.4
M2 (M1+savings+small time deposits) 9569.8 9583.9 141

Average Levels Over the Last...

12 Wks. 26 Wks. 52 Wks.
1586683 1533774 1295559

12154 14440 26668
1574529 1519335 1268891

Ann’l Growth Rates Over the Last...

3 Mos. 6 Mos. 12 Mos.
38.8% 24.1% 19.2%
23.0% 15.2% 10.1%
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Selected Yields

3 Months Year

3 Months Year

Recent Ago Ago Recent Ago Ago
(9/28/11)  (6/29/11) (9/29/10) (9/28/11)  (6/29/11) (9/29/10)
TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.62 2.02 2.01
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 2.08 2.63 2.33
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 1.97 2.50 2.14
30-day CP (A1/P1) 0.42 0.17 0.22 FNMA ARM 2.50 2.51 2.90
3-month LIBOR 0.37 0.25 0.29 Corporate Bonds
Bank CDs Financial {10-year) A 3.87 4.58 4.01
6-month 0.17 0.26 0.33 Industrial (25/30-year) A 4.50 5.47 4.89
1-year 0.21 0.44 0.57 Utility (25/30-year) A 4.34 5.42 4.94
5-year 1.26 1.64 1.68 Utility {25/30-year) Baa/BBB 4.98 5.92 5.46
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.01 0.02 0.16 Canada 2.20 3.09 2.74
6-month 0.03 0.10 0.19 Germany 2.01 2.98 2.24
1-year 0.10 0.19 0.25 Japan 1.00 1.13 0.93
5-year 0.94 1.69 1.28 United Kingdom 2.55 3.33 291
10-year 1.98 311 2.50 Preferred Stocks
10-year (inflation-protected) 0.11 0.67 0.69 Utility A 5.24 5.13 6.08
30-year 3.07 4.38 3.68 Financial A 6.45 6.02 6.50
30-year Zero 3.28 4.76 3.96 Financial Adjustable A 5.48 5.48 5.48
. : TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 3.85 4.46 3.83
25-Bond Index (Revs) 4.96 5.31 4.58
5.00% General Obligation Bonds (GOs)
1-year Aaa 0.24 0.24 0.34
4.00% 1-year A 0.99 1.04 1.15
5-year Aaa 1.04 1.25 1.22
5-year A 2.05 2.41 2.20
8.00% / 10-year Aaa 215 263 2.51
10-year A 3.42 4.11 3.65
2.00% — 25/30-year Aaa 3.87 4.36 4.11
/ 25/30-year A 5.53 5.86 5.40
1.00% - — Current Revenue Bonds (Revs) (25/30-Year)
B4 _ Education AA 4.56 4.87 4.61
. Year-Ago )
0.00% —— Electric AA 4.92 517 4.62
861235 10 30 Housing AA 5.55 5.79 5.49
Mos.  Years :
Hospital AA 4.90 5.25 4.81
Toll Road Aaa 4.58 4.97 4.60

Federal Reserve Data

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels
9/21/11 9/7/11 Change
Excess Reserves 1548803 1568589 -19786
Borrowed Reserves 11614 11685 -71
Net Free/Borrowed Reserves 1537189 1556904 -19715

MONEY SUPPLY
(One-Week Period; in Billions, Seasonally Adjusted)
Recent Levels

9/12/11 9/5/11 Change
M1 (Currency+demand deposits) 2106.6 2136.3 -29.7
M2 (M1+savings+small time deposits) 9583.6 9591.1 7.5

Average Levels Over the Last...

12 Wks. 26 Wks. 52 Wks.
1586684 1533775 1295560

12154 14440 26668
1574530 1519335 1268892

Ann’l Growth Rates Over the Last...

3 Mos. 6 Mos. 12 Mos.
42.0% 27.6% 18.9%
25.4% 15.7% 10.3%
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Selected Yields

3 Months Year
Recent Ago Ago
(9/21/11)  (6/22/11)  (9/22/10)

3 Months Year
Recent Ago Ago

(9/21/11)  (6/22/11) (9/22/10)

TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 1.14 2.05 1.99
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 1.93 2.55 2.39
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 1.85 2.43 2.27
30-day CP (A1/P1) 0.42 0.18 0.24 FNMA ARM 2.50 2.51 2.90
3-month LIBOR 0.36 0.25 0.29 Corporate Bonds
Bank CDs Financial (10-year) A 3.59 4.42 4.11
6-month 0.17 0.26 0.34 Industrial (25/30-year) A 4.31 5.31 5.02
1-year 0.21 0.44 0.60 Utility {25/30-year) A 4.23 5.29 5.04
5-year 1.26 1.64 1.71 Utility (25/30-year) Baa/BBB 4.86 5.79 5.56
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.01 0.01 0.15 Canada 212 2,97 2.86
6-month 0.02 0.08 0.19 Germany 1.77 2.94 2.35
1-year 0.10 0.15 0.25 Japan 0.99 1.12 1.03
5-year 0.84 1.54 1.32 United Kingdom 2.41 3.19 2.97
10-year 1.86 2.98 2.56 Preferred Stocks
10-year (inflation-protected) 0.00 0.75 0.65 Utility A 5.23 5.27 6.08
30-year 2.99 4.22 3.75 Financial A 6.38 6.10 6.47
30-year Zero 3.25 4.60 4.02 Financial Adjustable A 5.47 5.47 5.47
. . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 4.07 4.49 3.89
25-Bond Index (Revs) 5.1 5.32 4.63
5.00% | General Obligation Bonds (GOs)
1-year Aaa 0.21 0.28 0.34
4.00% 1-year A 0.99 1.08 1.15
5-year Aaa 1.00 1.37 1.24
5-year A 1.99 2.40 2,24
3.00% - / 10-year Aaa 2.21 2.63 2.56
/ 10-year A 3.56 4.08 3.70
2.00% ~ 25/30-year Aaa 3.89 4.37 411
/ 25/30-year A 5.63 5.89 5.40
oo 4 —Corent gﬁlﬂ‘:iﬁ?f e (25/30-Year)4 62 4.87 4.61
0.00% = Year-Aeo Electric AA 497 5.19 4.62
SN 123 10 30 Housing AA 5.60 5.79 5.44
’ Hospital AA 4.97 5.28 4.82
Toll Road Aaa 4.69 4.97 4.60
Federal Reserve Data
BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels Average Levels Over the Last...
9/7/11 8/24/11 Change 12 Wks. 26 Wks. 52 Wks.
Excess Reserves 1568590 1577802 -9212 1595396 1515698 1275488
Borrowed Reserves 11685 11833 -148 12407 15069 28273
Net Free/Borrowed Reserves 1556905 1565969 -9064 1582989 1500629 1247215
MONEY SUPPLY
(One-Week Period; in Billions, Seasonally Adjusted)
Recent Levels Ann’'l Growth Rates Over the Last...
9/5/11 8/29/11 Change 3 Mos. 6 Mos. 12 Mos.
M1 (Currency+demand deposits) 2136.6 2124.1 12.5 48.8% 30.8% 21.9%
M2 (M1+savings+small time deposits) 9591.4 9570.1 21.3 26.4% 15.3% 10.5%
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Selected Yields

3 Months Year 3 Months Year
Recent Ago Ago Recent Ago Ago
(9/15/11)  (6/15/11)  (9/15/10) (9/15/11)  (6/15/11) (9/15/10)
TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 0.75 0.75 0.75 GNMA 5.5% 113 2.1 1.90
Federal Funds 0.00-0.25 0.00-0.25 0.00-0.25 FHLMC 5.5% (Gold) 1.97 2.56 2.35
Prime Rate 3.25 3.25 3.25 FNMA 5.5% 1.88 2.45 217
30-day CP (A1/P1) 0.38 0.17 0.24 FNMA ARM 2.50 2.51 2.90
3-month LIBOR 0.35 0.25 0.29 Corporate Bonds
Bank CDs Financial (10-year) A 3.72 4.84 4.23
6-month 0.17 0.27 0.35 Industrial (25/30-year) A 4.60 5.28 5.02
1-year 0.21 0.45 0.61 Utility (25/30-year) A 4.48 5.25 5.06
5-year 1.29 1.69 1.71 Utility (25/30-year) Baa/BBB ~ 5.07 5.77 5.58
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 0.01 0.05 0.15 Canada 2.20 2.95 2.96
6-month 0.03 0.10 0.19 Germany 1.88 2.95 2.40
1-year 0.08 0.16 0.23 Japan 1.00 117 1.05
5-year 0.88 1.55 1.44 United Kingdom 2.44 3.24 3.08
10-year 1.98 2.97 2,72 Preferred Stocks
10-year (inflation-protected) 0.06 0.69 0.93 Utility A 5.25 5.77 6.08
30-year 3.27 4.20 3.87 Financial A 6.38 6.10 6.81
30-year Zero 3.58 4.57 415 Financial Adjustable A 5.46 5.46 5.46
: . TAX-EXEMPT
Treasury Security Yield Curve Bond Buyer Indexes
6.00% 20-Bond Index (GOs) 4.05 4,49 3.92
25-Bond Index (Revs) 5.07 5.34 4.65
5.00% - General Obligation Bonds (GOs)
1-year Aaa 0.20 0.25 0.31
o 1-year A 0.98 1.07 1.14
4-00% # 5-year Aaa 0.93 1.31 1.21
/ 5-year A 1.96 2.40 2.25
3.00% 10-year Aaa 217 2.64 2.45
10-year A 3.65 4.08 3.69
2.00% 25/30-year Aaa 3.88 4.38 4.06
/ 25/30-year A 5.62 5.89 5.40
1.00% - / — Current Revenue Bonds (Revs) (25/30-Year)
/1 — Education AA 462 4.87 462
| Year-Ago
0.00% —— Electric AA 4.97 5.18 4.62
361235 10 30 Housing AA 5.60 5.59 5.39
Mos.  Years .
Hospital AA 4.97 5.29 4.87
Toll Road Aaa 4.69 4.97 4.60

Federal Reserve Data

BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels

9/7/11 8/24/1 Change
Excess Reserves 1568589 1577800 -9211
Borrowed Reserves 11685 11833 -148
Net Free/Borrowed Reserves 1556904 1565967 -9063
MONEY SUPPLY

(One-Week Period; in Billions, Seasonally Adjusted)
Recent Levels

8/29/11 8/22/11 Change
M1 (Currency+demand deposits) 2124.1 2102.8 213
M2 (M1+savings+smal! time deposits) 9570.1 9539.7 30.4

Average Levels Over the Last...

12 Wks. 26 Wks. 52 Wks.
1595396 1515698 1275488

12407 15069 28273
1582989 1500629 1247215

Ann’l Growth Rates Over the Last...

3 Mos. 6 Mos. 12 Mos.
38.8% 25.1% 20.8%
25.7% 15.1% 10.3%
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RECENT PE Trailing: 16.3 )| RELATIVE DV'D 0
PINNACLE WEST sem " 45.430Fim 15.7 Gee )i 1,418 4e/m:
THELNESS 3 recrvsn | Figh| 7] %] fe71 %081 45l 7] Stal ST 4o ol &7 s Targat Prce Range
SAFETY 2 Reised 5l LEGENDS 120
——- 1,06 x Dividends p sh
TECHNICAL 3 Lowered 36/ dvided by Interest Rate 160
. ative Price Strength = 80
BETA .70 (1.00 = Market) Options: Yes s 64
WWW haded areas indica ) L L 48
Price  Gain  Retum "y, E’K O T S T T
gh 50 (0% 7ot i e 32
Low 35 (25%) Nl fe DL -] | 24
Insider Decisions : - e 20
DJFMAMIJJA T . 16
By 000O00O0O0GCO L0 el 12
Options 0 0 0 0 0 0 0 0O - .
toSel 000000000 o TG T % TOT.RETURN 911 L3
Institutional Decisions THIS  VLARITH:
A 1 20200 | pgraent iy srgax »ﬁzg
bl 15 1a 14 shares oI TN I i i fittmt 3yr. 486 250 [
Hidsiton) 77797 79145 81484 L Ead TR ST ORERTTERIRRTON ERBEROENR T CAOOERH g i Syr. 260 166
199411995 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 2007 | 2009 {2010 { 2011 |[2012 | ©VALUELINE PUB. LLC [14-16
1828 | 19.08| 20.77f 2382} 2512| 2857| 4350 53.66 | 28.90 | 30.87 | 31.59 | 30.16 | 34.03 | 3507 | 32.50{ 30.01| 29.75| 31.80 |Revenues persh 31.25
508| 5416| 580| 742} 734 73| 799 872| 701 733| 693 576 970 | 928 8.08| 685| 6.80| 755 “CashFlow” persh 8.00
198 222\ 247) 276| 285 318| 335) 368 253 | 252| 258 224 347 | 296 226| 3.08| 275| 3.25 Earningspersh A 3.50
83 937 1.03 113 123 133 143 153 | 163 173| 183 193 203 | 210 240 210| 210 210 |Div'd Decl'd per sh Bw 2.30
292 338 2.95 3.63 376 4.05 76 1227 9.81 7.60 5.86 6.39 7.58 9.37 7.64 103 9.15 9.85 |Cap’l Spending per sh 8.25
2032 2149| 2251| 2390| 2550| 26.00| 28.03 | 2946 | 2944 | 31.00 | 3244 | 34.57 | 3448 | 3515 | 3269 | 33.86 | 34.50| 3560 |Book Value persh© 39.25
8743 8752 B8752| B483| 8483 8483 8483 8483 91.26] 91.29 | 8179 | 99.08 | 99.95 | 100.49 | 101.43 | 108.77 | 109.25 | 710.00 |[Common Shs Outst'g © | 123.00
9.6 10.8 11.8 118 152 11.8 1.3 120 14.4 14.0 158 192 137 14.9 137 12.6 | Bold figures are |Avg Ann'l P/E Ratio 12.0
63 12 74 68 .79 68 13 .61 .78 .80 .83 1.02 T4 7 91 .80 ValueiLine Relative P/E Ratio .80
43% 39%] 35%| 35%| 28% | 35%| 3.8% | 35% | 45% | 4.9% | 45% | 45% | 47% | 48% | 6.8%| 54% estimates Avg Ann’l Div'd Yield 5.5%
CAPITAL STRUCTURE as of 6/30/11 3690.2 | 4551.4 | 2637.3 | 2817.9 | 2899.7 | 2988.0 | 3401.7 | 3523.6 | 3297.1 | 32636 | 3250 | 3500 |Revenues ($mill) 3850
Total Debt $3672.5 mill. Due in 5 Yrs $2071.2mill. | 2836 | 3122 2152| 2306 | 2352 | 2232 | 3174 | 208.8 | 2292 3304 300 | 360 |Net Profit ($mill 430
LT Debt $2761.7 mil, LT Intorest $167.0 mil 134,15 | 0% | 30.1% | 314% | 354% | 2% | 3a.0% | 358% | 36.% | 31% | 340% | 345% [Income Tax Rate %
vhaathine 7.6% | 15.3% | 205% | 6.2% | 6.9% | 104% | 11.1% | 148% | 11.0% | 11.7% | 12.0% | 13.0% |AFUDC %o NetProfit | 9.0%
(LT interest eamed: 3.0x) 45.1% | 51.7% | 51.8% | 50.6% | 46.7% | 43.2% | 48.4% | 47.0% | 504% | 45.3% | 49.0% | 52.0% |Long-Term DebtRatio | 46.0%
Leases, Uncapitalized Annual rentals $24.0 mill. 54.9% | 48.3% | 48.2% | 49.4% | 53.3% | 56.8% [ 51.6% | 53.0% | 49.6% | 54.7% | 51.0% { 48.0% |Common Equity Ratio 54.0%
Pension Assets-12/10 §1.78bil. 43378 [ 51724 | 5567.9 | 67275 | 55352 | 6033.4 | 6678.7 | 6658.7 | 66866 | 67201 | 7415 150 |Total Capital (Smill 3950
pid Stock None Oblig. $2.35 bill. | 51335 | 59073 | §479.4 | 74801 | 75355 | 7577.1 | 7881.9 | 8436.4 | 9257.8 | 9578.8 | 10135 | 10750 |Net Plant (Smit) 12200
81% | 7.6% | 54% | 55% | 56% | 5.0% | 62% | 59% | 4.8% | 65% | 55%| 6.0% |Returnon Total Cap'l 6.5%
Common Stock 109,110,950 shs. 11.9% ; 125% | 80% | 81% | 80% | 65% | 92% | 85% | 6.9%| 90%| 80%| 9.0% |Return on Shr. Equity 9.0%
as of 7/26/111 11.9% | 125% | 80% | 81% | 80% | 65% | 92% | 85% | 6.9% | 8.0% | 80% | 9.0% [ReturnonCom EquityE | 9.0%
MARKET CAP: $5.0 billion (Large Cap) 6.8% | 7.3% | 29% | 26% | 23% | 1.0% | 34% [ 25% | 7% | 3.1% | 20% | 3.5% |Retainedto Com Eq 3.0%
ELECTRIC DPERATING STATISTICS 43% | 4% | 64% | 68% | Ti% | 85% | 63% | 0% 89% | 66% ] 76% ! 64% |All Div'ds to Net Prof 65%
Y, Change Retal Sals (KWH) 25.102 29203 _11'2 BUSINESS: Pinnacle West Capital Corporation is a holding compa-  chased, 24%. Fuel costs: 36% of revenues. Has 7,200 employees.
Avg Indust. Use (MWHQWH 865 619 619 | ny for Arizona Public Service Company (APS), which supplies elec- 09 reported depreciation rate: 3.1%. Chairman, President & Chief
wvg. Indust. Revs. 7.91 811 7.83 | tricity to 1.1 million customers in 11 of 15 Arizona counties. Discon- Executive Officer: Donald E. Brandt incorporated: Arizona. Ad-
Capﬁu!v at Peak (MW}M %% 963‘;; 8682 | tinued SunCor real estate subsidiary in '10. Electric revenue break-  dress: 400 North Fifth Street, Post Office Box 53998, Phoenix, Ari-
Peak Load, Summer i) 51.2 4291 3 t:%;g down: residential, 47%; commercial, 39%; industrial, 5%; other, 2ona  85072-3999. Telephone:  602-250-1000. Intemet:
%ChangeCustomersgymd) +9 +5 +.4 | 9%. Generating sources: coal, 37%; nuclear, 27%; gas, 12%; pur- www.pinnaclewest.com.
Fixed Chrge Cov %) 221 248 206 | Pinnacle West’s utility subsidiary has proval for an asset acquisition. APS
ANNUAL RATES Past Past Estdtai10l & general rate case pending. Arizona has agreed to pay $294 million for
Wichange persh)  10¥s.  S¥rs.  to'tdets | Dublic Service filed for a tariff hike of Southern  California  Edison's  739-
Revenues - 5%  -5% | $194.1 million (6.6%), based on a return of megawatt stake in units 4 and 5 of the
geash Flow” o 57 3-%://0 6%://” 11% on a common-equity ratio of 53.9%. Four Corners coal-fired plant. The compa-
D 43% 30w 715% | APS is asking for a regulatory mechanism ny would finance the purchase with a mix
Book Value 2.5% 5% 25% | that decouples electric volume and reve- of debt and equity. APS would have to
Cal | QUARTERLY REVENUES (Smil) | Fan | UES: and a tracker that raises rates an- spend $300 million on environmental up-
endar (Mar3! Jun30 Sep3d Dec3t| Year nually to recover infrastructure additions grades, but would be able to avoid more
2008|7008 B98O 10728 6864 133674 for generating assets and environmental than $600 million needed for units 1, 2,
2000 |6259 8360 114272 6930 |32071 | compliance. The utility also wants to re- and 3, which would be shut down. The
2010|6203 8206 11301 6836 32636 | vise the fuel adjustment clause so that it transaction is expected to close in late
2011 |659.6 7998 1100 6906 (3250 | accounts for all changes in fuel costs, not 2012. Our figures will not reflect the deal
2012 1675 850 1250 725 (3500 | just 90% of them. (Other utilities in the until after it has been completed.
Cak EARNINGS PER SHARE A Fal | State have 100% pass-through of fuel APS is adding solar capacity. In the
endar |Mar3! Jun30 Sep3d Dec3t| Year | cOSts.) New tariffs won't take effect until first phase, it plans to build 100 mw at a
008 | 404 143 150 dds | 242| mid-2012, at the earliest. Settlement talks cost of up to $500 million. APS has
2000 | d3 74 207 d49 | 298| will begin in the next several weeks. procured 83 mw, so far, at a cost of $384
2010 | 07 83 208 08 | 308| Milder-than-normal weather condi- million. The utility is proposing to add 100
2011 | ¢14 78 206 05| 275| tions have prompted us to cut our mw more for up to $475 million.
2012 Nil 85 225 05 | 325! 2011 earnings estimate. We reduced our This stock’s yield isn’t high enough to
Cal | QUARTERLY DIVIDENDSFADEw | pon | €Stimate by $0.30 a share, to $2.75. That's compensate investors for low divi-
endar |Mar31_Jun30 Sep.30 Dec.3t| Year | At the low end of the company’s guidance dend growth potential. Not only is the
2007 | 525 505 525 595 | 290] ©f $2.75-$2.90 a share. We continue to share price within our 3- to 5-year Target
2008 | 525 525 525 525 | 240 forecast share net of $3.25 in 2012, assum- Price Range, it remains closer to the high
2009 | 595 55 55 55 | 20| ing APS receives a decent rate order and end than the low end. Thus, total return
2010 | 525 525 525 525 | 20| weather patterns return to normal. potential over that time frame is modest.
2011 | 525 525 525 The utility is awaiting regulatory ap- Paul E. Debbas, CFA November 4, 2011
(A) Diluted egs. Excl. nonrec. losses: '02, 77¢; | to rounding, '10 due to change in shares. Next | deferred charges. In "10: $11.28/sh. (D} In mill. | Company’s Financial Strength B+
09, $1.45; excl. gains (losses) from disc. ops.: | earnings report due mid-Feb. (B) Divids histori- | (E} Rate base: Fair value. Rate alfowed on { Stock’s Price Stability 100
'00, 22¢; 05, (36¢)' '06, 10¢; '08, 28¢; '09, | cally paid in early Mar., June, Sept., and Dec. | com. eq. in *10: 11%; earned on avg. com. eq., | Price Growth Persistence 30
(13¢ ), '10, 1B¢ '41, 1¢. '08 EPS don’t add due |w Divid reinvesiment plan avail. (C) Incl. |'10: 9.5%. Regulatory Climate: Average. Earnings Predictability 65

Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
OR ANY ERRORS OR OMISSIONS HEREIN, This
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PINNACLE WEST CAP CORP (nysg ZACKS RANK: 2 - BUY

PNW 46.32 «0.07 (0.15%) Vol. 490,177 16:01 ET

Pinnacle West Capital is engaged, through its subsidiaries, in the generation, transmission, and distribution of
electricity and selling energy, products and services; in real estate development; and in venture capital investment.
Its primary subsidiary is Arizona Public Service Company. The company's other subsidiaries include SunCor, El
Dorado, APSEnergy Services and Pinnacle West Energy.

General Information
PINNACLE WEST

400 NORTH FIFTH STREET
PHOENIX, AZ 85004

Phone: 6022501000

Fax: 602-250-2430

Web: hitp://www.pinnaclewest.com
Email: rhickman@pinnaclewest.com

Industry UTIL-ELEC PWR
Sector: Utilities

Fiscal Year End December
Last Completed Quarter  09/30/11
Next EPS Date 02/17/2012

Price and Volume Information

N £ [PNH] 30-Day Closing Prices ‘
Zacks Rank i ' i I A

Yesterday's Close 46.25
52 Week High 47.36
52 Week Low 37.28
Beta . 0.55
20 Day Moving Average 1,239,555.88
Target Price Consensus 46

10-87-11

% Price Change % Price Change Relative to S&P 500

4 Week 7.41 4 Week -0.97
12 Week 12.72 12 Week 6.03
YTD 11.58 YTD 11.97

Share information Dividend Information

Shgres Qutstanding 109.11 Dividend Yield 4.54%
(milions) Annual Dividend $2.10
m;’;s;sc)ap'ta“za*'°” 5,046.38 Payout Ratio 0.69
Short Ratio 2,03 Change in Payout Ratio -0.12
Last Spiit Date N/A Last Dividend Payout / Amount 10/28/2011 / $0.52

EPS Information Consensus Recommendations

Current Quarter EPS Consensus Estimate 0.04 Current (1=Strong Buy, 5=Strong Seli) 2.73

Current Year EPS Consensus Estimate 2.88 30 Days Ago 2.73

| Estimated Long-Term EPS Growth Rate 5.30 60 Days Ago 2.75
Next EPS Report Date 02/17/2012 90 Days Ago 2.75

Fundamental Ratios

P/E EPS Growth Sales Growth

Current FY Estimate: 16.08 vs. Previous Year 7.69% vs. Previous Year -1.25%
Trailing 12 Months: 15.21 vs. Previous Quarter 187.18% vs. Previous Quarter: 40.64%
PEG Ratio 3.02

Price Ratios ROE ROA
Price/Book 1.26 09/30/11 8.80 09/30/11 2.66

http://www.zacks.com/research/print.php?type=report&t=PNW 11/7/2011
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Price/Cash Flow
Price / Sales

Current Ratio
09/30/11
06/30/11
03/31/11

Net Margin
09/30/11
06/30/11
03/31/11

Inventory Turnover
09/30/11
06/30/11
03/31/11

7.31
1.54

0.89
0.57
0.57

16.14
15.07
14.99

9.27
9.77
10.07

06/30/11
03/31/11

Quick Ratio
09/30/11
06/30/11
03/31/11

Pre-Tax Margin
09/30/11
06/30/11
03/31/11
Debt-to-Equity
09/30/11
06/30/11
03/31/11

8.40
8.57

0.76
0.45
0.46

16.14
15.07
14.99

0.76
0.74
0.76

06/30/11
03/31/11
Operating Margin
09/30/11
06/30/11
03/31/11

Book Value
09/30/11
06/30/11
03/31/11

Debt to Capital
09/30/11
06/30/11
03/31/11

http://www.zacks.com/research/print.php ?type=report&t=PNW

2.55
2.60

10.25
9.62
9.68

36.69
34.08
34.28

43.22
42.64
43.28

Page 2 of 2
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